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26  consecutive 
years 

of  record  sales  and  earnings  per  share. 


Sales  were  $14.5  billion, 


up  4.3%. 


New  stores, 
new  markets 


We  opened  19  new  department  stores, 
four  new  Lord  &  Taylor  stores,  and 


adding  15  new  markets. 


David’s  BRIDAL 


the  nation's  largest  retailer  of  bridal 
apparel,  joined  the  May  collection  of 


retail  brands  in  2000. 


Our  national 
network  of  online 


bridal  registries  debuted 


successfully  in  June  2000. 


LETTER 


T  0 

Shareowners 

This  was  a  particularly  challenging  year  for  the  retail  industry  and  for  May. 
Our  organization  stepped  up  to  the  challenge  and  performed  exceptionally 
well  in  the  fourth  quarter,  enabling  us  to  achieve  record  results  in  2000. 

This  year's  report  Is  dedicated  to  all  the  people  of  May.  Our  associates 
make  the  difference  every  day  In  every  part  of  our  business.  In  this  report, 
we  present  a  cross-section  of  key  functions  that  drive  our  business  and 
contribute  to  our  achievements  -  both  in  the  stores  and  In  support  areas. 

We  have  tremendous  respect  and 
deep  appreciation  for  our  associ¬ 
ates  who  work  diligently  on  behalf 
of  this  company  and  Its  shareown¬ 
ers.  Indeed,  it  is  the  people  of  May 
who  make  the  magic  happen. 

Benchmarks  for  the  year 
We  achieved  our  26th  year  of 
record  performance  during  2000 
with  increases  In  sales  and  earn¬ 
ings  per  share.  Cash  flow  was 
$1.4  billion,  enabling  us  to  pursue 
growth  through  mergers,  new  store  openings,  and  store  expansions  and 
remodels.  We  also  completed  the  repurchase  of  $789  million  or  28.4  mil¬ 
lion  shares  of  May  common  stock  at  an  average  cost  of  $28  per  share. 

In  February  2001,  our  board  of  directors  increased  the  annual  dividend 
rate  to  94  cents  per  share.  This  is  our  26th  consecutive  year  of  dividend 
increases  and  our  90th  year  of  uninterrupted  cash  dividends. 


joint  programs  between  David's  and  our  department  stores  are  helping  to 
convert  those  newlyweds  into  potential  lifelong  customers.  For  example,  we 
reward  a  David's  bride  with  a  wedding  gift  card  when  she  registers  at  her 
local  May  department  store. 

Growth  -  our  top  priority 

Achieving  growth  Influences  every  aspect  of  our  business:  how  we  plan, 
purchase,  promote,  and  present  merchandise  in  our  stores. 

The  key  element  Is  remaining  Intensely  merchandise-driven.  Because 
newness  counts  to  our  customers,  we  have  heightened  our  emphasis  on 
new  trends,  new  businesses,  and  new  merchandising  ideas.  Our  merchants 
are  dedicated  to  providing  the  newest  products  and  hottest  Ideas  In  our 
stores  -  with  appropriate  depth,  speed,  and  impact. 

Our  core  growth  strategies  remain  constant:  heighten  our  focus  on  the 
fashion  elements  of  the  business,  vigorously  pursue  the  younger  customer, 
retain  our  key  baby  boomer  customer,  and  build  on  last  year's  successful  gift¬ 
giving  strategy  by  offering  an  even  more  compelling  assortment  of  gift  items. 

Strategic  iniciarivcs 

We  have  undertaken  three  strategic  initiatives  to  better  position  May  for  this 
decade.  First,  In  merchandising,  we  are  conceptualizing  and  Implementing 
stronger,  exclusive  proprietary  brands,  segmented  by  age  and  lifestyle.  We 
will  build  our  private  label  capabilities  by  supplementing  our  current  focus 
on  basics  with  more  fashionable  merchandise  and  products. 

We  also  are  narrowing  and  simplifying  our  merchandise  assortments  to 
better  complement  our  proprietary  brands  and  offer  a  simpler,  more  focused, 
more  Interesting,  and  easler-to-shop  presentation  of  product  storewide. 

A  third  Initiative  is  people  development.  May's  future  success  depends 
on  developing,  energizing,  and  retaining  the  best  talent  in  retailing.  We 
are  committed  to  helping  associates  throughout  our  organization  develop 
their  talents  and  maximize  their  potential. 


New  stores,  new  markets 

We  opened  23  new  department  stores  in  2000, 1 5  of  which  were  In  nine 
new  markets  for  May.  In  2001  we  plan  to  open  22  new  department  stores, 
including  eight  of  nine  stores  purchased  earlier  this  year  in  the  new  mar¬ 
kets  of  Nashville,  Tenn.,  and  Baton  Rouge  and  Lafayette,  La.  The  ninth  store, 
in  Orlando,  Fla.,  will  reopen  In  early  2002  after  remodeling  and  expansion. 
We  also  expect  to  complete  the  purchase  of  1 3  former  Wards  stores  next 
month  and  plan  to  reopen  most  locations  in  2002,  giving  us  457  depart¬ 
ment  stores  by  year-end  2002. 

We  welcomed  David's  Bridal  to  May  In  2000. 

David's  is  the  largest  retailer  of  bridal  and  special 
occasion  apparel  in  the  United  States.  At  year-end, 

David's  operated  123  stores  in  36  states  and  Puerto 
Rico,  and  we  expect  to  open  28  stores  In  2001 . 

David's  brings  important  synergies  to  May's 
quest  for  the  younger  customer.  Its  bridal  couples 
are  predominantly  18  to  34  years  of  age  - 
precisely  the  Generation  Y  and  younger  customers 
that  our  department  stores  are  pursuing.  Several 


I '-ui  fashion,  newness 

We  work  hard  to  provide  our  customers  with  fashion  and  style  leadership  - 
getting  the  new,  big  Ideas  in  our  stores  quickly.  We  press  for  assortments 
with  excitement  and  fashion  Impact.  For  example,  color  has  become  the 
big  story  in  the  past  few  months  with  fresh  hues  and  combinations.  May 
Merchandising  identified  this  emerging  color  trend  months  ago,  and  we  are 
featuring  this  merchandising  idea  In  our  advertising  and  In  our  stores  with 
powerful  presentations  across  broad  categories  -  from  apparel  to  shoes, 
from  accessories  to  products  for  the  home. 


(icncrati(»n  appeal 
We  remain  dedicated  to  the  pursuit  of  younger 
customers  -  kids,  'tweens,  and  juniors.  Shopping 
patterns  are  established  early,  and  we  intend  to 
be  an  exciting  shopping  destination  for  these 
important  customers.  In-demand  brands,  dynamic 
merchandise  presentations,  and  new  high-energy, 
in-store  music  systems  are  just  a  few  enhancements 
we  are  making  in  our  quest  of  younger  customers. 


Our  goal  is  to  make  three  evolving  lifestyle 
statements  -  modern,  casual,  and  classic  - 
clearly  visible  in  our  stores  across  all  categories 
for  customers  to  see,  understand,  and  buy.  This 
approach  to  product  offering  will  broaden  our 
appeal  to  the  25-to-45-year-old  customers. 

We  are  renewing  our  efforts  to  respond  to 
baby  boomers'  demand  for  lifestyle  merchandise 
as  well.  For  instance,  our  merchandise  presenta¬ 
tions  in  the  home  classifications  span  furniture, 
bed  and  bath  textiles,  tableware,  home  accessories,  and  gifts.  They  are 
organized  by  color  and  style  with  broad  assortments  of  key  ideas  and 
depth  of  merchandise. 

I  IcMclciiuirivTs  \ov  Ulfls 

Our  stores  are  committed  to  being  the  gift  headquarters  for  our  customers. 
Gift  merchandise  brings  a  sense  of  fun  and  energy  to  our  stores  and  lets  us 
help  customers  celebrate  their  special  events.  We  emphasize  gift  ideas  in 
power  presentations  throughout  our  stores,  especially  during  the  holidays, 
to  show  customers  many  creative  ideas  for  the  "best  gift." 

Gift  offerings  had  many  successes  in  2000.  Two  fun  selections  included 
the  scooters  that  'tweens  and  teenagers  take  everywhere  -  we  sold  more 
than  350,000  -  and  electronic  gifts  such  as  personal  TVs,  clock  radios,  CD 
players,  and  phones  designed  with  the  translucent  look. 

Our  wedding  Internet  sites  supplement  our  gift  headquarters'  strategy 
by  providing  engaged  couples  with  wedding  registry  and  planning  tools 
through  our  online  national  bridal  registry,  which  debuted  in  June  2000  in 
partnership  with  WeddingNetwork.com.  This  site  houses  the  department 
store  companies'  registries  where  friends  and  families  can  review  registry 
selections,  make  purchases,  and  arrange  to  have  gifts  wrapped  and  deliv¬ 
ered.  This  site,  one  of  the  largest  Internet  bridal  registries  In  the  nation, 
receives  an  average  of  165,000  Individual  visits  per  month.  With  the  pur¬ 
chase  ofWeddingNetwork.com  by  Modern  Bride,  our  online  partnership 
will  link  with  Modern  Bride  in  May  2001. 

Later  this  year,  our  department  store  companies  will 
launch  sites  that  feature  an  exciting  array  of  gifts  for 
most  gift-giving  occasions.  We  expect  these  sites  to  iS 
be  available  In  time  for  Father's  Day  purchases.  ^ 

(iiving  back  ro  our  communinVs 
We  make  It  our  business  to  give  back  to 
the  communities  that  are  integral  to  our 
success.  The  May  Department  Stores 
Company  Foundation  and  May  associ¬ 
ates  donated  $21  million  to  more  than 
2,000  nonprofit  organizations  in  2000. 

Associates  contributed  $5.5  million  with 
more  than  $4.7  million  to  United  Way 
and  more  than  $800,000  that  we 
matched  dollar-for-dollar  through  May's 
Matching  Gift  Program. 

Jerry  Loeb  and  Gene  Kahn 


The  people  of  May  are  also  ardent  volunteers.  They 
raise  money,  cradle  sick  children,  feed  hungry  people, 
teach  English  and  basic  reading  skills,  and  help  build 
and  landscape  community  housing.  The  list  is  Impres¬ 
sive  and  long.  We  are  exceedingly  proud  of  all  they 
do  to  make  our  communities  better. 

Rcad\  fcM*  whar  lies  ahead 
During  2000,  Anthony  J.  Torcasio,  vice  chairman, 
retired  from  the  company.  Tony  was  an  exceptional 
merchant  who  contributed  significantly  during  his  30-year  career.  In 
February  2001,  Robert  D.  Storey  elected  to  retire  from  May's  board  of 
directors.  Bob  demonstrated  an  unflagging  commitment  to  our  company 
during  his  1 1  years  of  service,  providing  us  with  valued  ideas.  Insights,  and 
leadership.  We  will  miss  their  contributions  very  much. 

We  announced  the  following  senior  management  promotions,  effective 
May  1,  as  part  of  a  long-term  management  succession  plan:  Gene  S.  Kahn 
becomes  chairman  in  addition  to  chief  executive  officer,  John  L.  Dunham 
becomes  president,  and  Thomas  D.  Fingleton  assumes  the  additional  respon¬ 
sibility  of  chief  financial  officer.  These  changes  will  provide  a  seamless 
transition  following  the  retirement  of  Chairman  of  the  Board  Jerome  T.  Loeb 
after  37  years  of  distinguished  leadership  at  May. 

We  express  sincere  appreciation  to  the  members  of  our  board  of  directors, 
to  our  many  valued  suppliers,  and  to  our  shareowners  for  their  support. 

We  also  thank  the  passionate  and  talented  people  of  May  for  their  dedi¬ 
cation.  Their  efforts  have  produced  records  for  26  years.  We  are  determined 
to  extend  that  record,  and  we  have  the  right  ideas  In  place  for  success. 

We  are  confident  that  we  can  deliver  fashion  leadership,  better  defined 
and  more  Interesting  merchandise  assortments,  quality,  value,  and  service 
and  set  records  of  performance  In  2001  and  the  years  to  come. 


Eugene  S.  Kahn 
President  and  CEO 

March  30.  2001 


Jerome  T.  Loeb 
Chairman  of  the  Board 


A  Personal  Note:  I  would  like  to  take  this 
opportunity  to  add  my  personal  thanks 
to  the  many  talented  and  dedicated 
associates  at  May.  Working  together  has 
been  invigorating  and  rewarding.  I  am 
particularly  pleased  that  an  executive  of 
John  Dunham's  caliber  will  join  Gene 
Kahn  in  the  leadership  of  May  and  that 
this  has  been  a  smooth  transition.  I  am 
confident  of  and  look  forward  to  May's 
continued  success. 


3 


THE  PEOPLE  OF  MAY 


As  the  heart  of  May's  merchandise  offense,  always 
out  scouting  new  ideas  and  trends,  our  merchants  in 
each  store  company  work  with  May  Merchandising 
to  bring  the  most  desired  produas  to  our  selling 
floor.  Their  selections  focus  on  customers'  buying 
patterns  and  emerging  styles,  colors,  and  fabrics. 
Our  buyers  are  involved  in  every  part  of  the  mer¬ 
chandising  cycle:  planning,  selecting,  analyzing 
sales,  working  with  vendors,  developing  sales  pro¬ 
motions,  and  creating  point-of-sale  presentations. 


SSMA  GUPTA,  Film's,  BUYER,  AND  TRIP  STERN,  MAY  MERCHANDISING  COMPANY,  MARKET  REPRESENTATIVE.  SEEMAS  JACKET.  PANTS.  T-SHIRT,  JEWELRY.  BELT,  AND  HANDBAG  BY  NINE  WEST; 
LUGGAGE  BY  PATHFINDER  BY  PARAGON.  TRIP'SSHIRT,  TIE,  SPORTCOAT,  SLACKS.  AND  BELT  BY  NAUTICA;  WATCH  BY  FOSSIL:  DUFFEL  BY  COACH:  SHOES  AND  LAPTOP  CASE  BY  KENNETH  COLE 


This  is  the  face  of  May:  professional;  upbeat  and 
knowledgeable.  Sales  associates  form  the  foundation 
of  our  personal  relationship  with  customei^They  ^ 
greet  shoppers  with  smiles  and  great  attitu(j|||[and 
help  with  selections  and  transactions.  Our  sales  asso¬ 
ciates  ensure  customers  have  a  good  iig^H^^  of 
our  stores  by  keeping  their  areas  inviting,  easy  to 
shop  with  informative  signing,  and  well  stocked  with 
accurately  priced  merchandise. 
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Visual  merchandising  professionals  in  every 
store  create  energy  and  excitement  in  our 
presentations  and  the  shopping  environ¬ 
ment  They  help  communicate  color  and 
fashion  direction  as  well  as  the  lifestyle 
stories  behind  our  merchandise 
Their  powerful  presentations  and  use  of 
strong  graphic  elements  highlight  indivi 
merchandising  ideas  or  brands  and  unite 


storewide  merchandising  themes. 


res 


MAKKUmAY,  KAUFMAfiN'S.  VISUAL  MCRCHAmflN^  MANASFR.  MAftK’SSWe  ’'  IdiBYBRANDINI  OURS  ^LfglW  K  HACKS  RYPfRRrUllS. 
mr^BYNAtinCA  WATCHBYOKtlY.  FeAWR£Dmt^‘WUtSmaFimmNCI  RyjpfUGINS  llFaAIBORl^i;ymmc,  Afiai^\WBT  SHOt 
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Our  store  managers  wear  many  hats  ~  leader,  coach, 
teacher,  and  planner  -  heading  the  store  executive 
teams  that  make  things  happen.  They  bring  every¬ 
thing  and  everyone  together  -  the  meidiandises,  our 
associates,  and  our  customers  -  in  ihe  seven-day-a- 

are  responsible 


Setting  the  correct  fashion  direction  requires  i 
predicting,  interpreting,  and  distilling  the^f 
influences  of  popular  culture 
fashion  stories  for  our  cusiomerJ^yJSsWo^ 
direction  in  style,  silhouette,  fabricr  color,  acces¬ 
sories,  and  so  much  more  sets  the  tone  and 
IS  the  framework  for  our  buyers  selections^  It 
ensures  that  our  advertising  and  ouj^^ing 
floors  work  in  concert  to  Torcefulfvr^Pil^^^ 
the  newest  and  the  best. 


Advert' 


Every  picture  ^nd  word  tells  a  compelling 
story  -  that  is  the  goal  of  great  advertising.  At 
May  ouriAM|tising  is  key  to  telling  our  most 
important  stories  of  value,  newness,  IBUon"^ 
direction,  and  gift  ideas.  Our  advertising  creates 
urgency,  motivates  the  customer,  and  commu¬ 
nicates  value  and  service,  while  simuftmeously 
conveying  our  Trfestyle  marketing  strategies 
and  reaffirming  our  focus  on  fashion. 


I 


enishment 


Our  stores  are  always  well-stocked,  thanks  to  our 
replenishment  systems.  By  antidpating  demand  and 
tracking  sales,  we  automatically  reorder  high-demand 
basic  fashion  merchandise  before  customers  purchase 
the  last  of  a  particular  size  or  color.  Merchandise 
ordered  through  replenishment  arrives  ticketed  and 
ready  for  the  selling  floor.  Hosiery  is  one  example  of 
over  1 60  merchandise  categories  replenished  weekly. 


DAVID  PEACOCK,  ROBINSONS  MAY.  REPLENISHMENT  MANAGER.  DAVID'S  SUIT  BY  CHAPS  RALPH  LAUREN;  SHIRT  AND  TIE 

WATCH  BY DKNY.  SOCKS  BY  GOLD  TOE.  FEATURED  MEN'S  AND  LADIES' SOCKS  AND  TIGHTS  BY  GOLD  TOE,  HUE,  LAUREN,  LEOAttf  AND  POLO. 


SHARON  ZUK.  DAVID’S  BRIDAL.  OUAIITY  CONTROL  SUPCRVISOR,  AND  DOMINIQUE  MUeLLCR.  MAY  tHaKELANDISIjNG  COMPANY,  TEXTILE  DESIGNER 
SHARON’S  SWEA  TER  AND  SKIRT  BY  CLIO:  JEWELRY  BY  ANNE  KLEIN  2  DOMINIQUE’S  BLOUSE  AND  PANlfm^koN  TAYLOR;  JEWELRY  BY  NINE  WEST. 


n  oir 


Our  teams  of  design  and  production  profession 
transform  fashion  ideas  into  private  label  and  i 
prietary  brand  merchandise  that  reflects  the  lat 
trends,  fabrics,  yams,  and  colors.  They  ensug^^ 
our  exclusive  designs  are  constructed  to  mei^ 
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we  aeiivf 
roll  -  on 

packaged,  tagged, 
central  distributior 
ments,  check  themidr  ^cdiracy,  and  ensure  that 
merchandise  arrives  as  ordered.  Within  24 1< 

48  hours,  merchandise  is  delivered  to  stores^ 
throughout  the  various  regions  they  serve. 


Recruitrn 


O  ir* 


Appfoachdhie  and  personable  professionals,  May 
recruiters  seapeb  diligently  for  candidates  who 
will  succeed  !n  retail  careers  and  will  thrive  on 
fast-paced,  ever-changing  priorities  and  respon¬ 
sibilities.  The  bench  strength  of  our  organization 
depends  on  finding  talented  individuals  with 
proven  accomplishments  whose  careers  will 
grow  with  May  and  who  will  help  May  grow. 
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May  is  passionate  about  friendliness.  Our  associates  pride  themselves  on 
greeting  customers  with  a  smile,  providing  them  with  attentive  service,  and 
thanking  them  by  name. 

Excellent  customer  service  scores  were  a  key  accomplishment  in  2000.  Our 
Friendliness  program  is  led  by  all  our  department  store  associates  and  by 
more  than  26,000  Diamond  Stars  who  demonstrate  exceptionally  friendly 
service  in  thousands  of  daily  interactions  with  our  customers.  Our  President's 
Club  recognizes  top  sales  associates  who  exceed  exceptional  performance 
measurements.  Its  2000  membership  included  more  than  1 4,000  associates. 

The  people  on  these  pages  are  representatives  of  our  Diamond  Stars  and 
President's  Club  in  every  one  of  our  stores  across  the  nation. 


Friendliness  Coordinators 

Our  department  store  companies  have  dedicated  managers  who  work  hard  to 
reinforce  friendly  customer  service  Their  jobs  entail  visiting  stores,  meeting  with 
associates  and  managers,  and  promoting  the  basic  concepts  of  our  Friendliness 
program:  smile  and  greet  customers  warmly,  be  helpful  and  knowledgeable,  thank 
people,  and  use  their  names.  These  simple  gestures  go  a  tremendous  distance 
toward  making  sure  that  our  customers  are  satisfied. 
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The  Friendliness  Coordinators  for 
our  department  store  companies  are 
(above  from  left  to  right): 

Debra  Kalianov  -  Robinsons-May 
Jeff  Senge  -  Kaufmann's 
Diana  Greeves  -  Hedifs 
Cheryl  McGinnis  -  Famous-Ban 
Jennifer  Nadol  -  Lord  &  Taylor 
Dave  Riddle  -  Foley's 
Rhonda  Wagg  -  Meier  &  Frank 
Linda  Zonghetti  -  Filene's 


Individual  Store  CEO  Cups 
Every  year  since  1990,  we  have  awarded 
CEO  Cups  to  individual  stores  in  recogni¬ 
tion  of  their  exceptional  customer  service 
efforts.  The  engraved  Baccarat  cups  are 
displayed  in  winning  stores  as  a  symbol 
of  their  commitment  to  Treating  the 
Customer  Right  The  stores  listed  below 
received  CEO  Cups  for  2000.  The  figures 
represent  total  CEO  Cup  awards. 

Lord  &  Taylor 

South  Shore  Mall  (Bay  Shore) 

Carousel  Mall  -  3 
Center  City 
fifth  Avenue 

The  Galleria  (Fort  Lauderdale) 
Prestonwood  Town  Center 

Hecht's 

CaiyTowne  Center 
Centre  at  Salisbury  -  6 
Lynnhaven  Mall  -  5 

Strawbridge's 
Springfield  Mall 

Fole/s 

Cottonwood  Mall 
Ingram  Park  Mall  -  3 
Pasadena  Town  Square 

Robinsons-May 
The  Fashion  Show 
Montdair  Plaza 
Paradise  Valley  Mail  -  3 
Galleria  at  Sunset  Mail 
Superstition  Springs  (Mesa)  -  5 

Filene's 

Enfield  Square 

Holyoke  Mali  at  Ingleside 

Rotterdam  Square  (Schenectady)  -  2 

Kaufmann's 
Lycoming  Mali  -  3 

Meier  &  Frank 
Rogue  Valley  Mall -6 


Ouf  Stars,  first  row  left  to  right; 
Judith  Priest  -  Strawbridge's 
Nayereh  Cohanim  -  Robinsons-May 
Ann  Dillon  -  Lord  &  Taylor 
Martin  Hunt.  Jr.  -  Hecht's 
Henry  Slade  -  Foley's 
Barb  Caddie  -  LS  Ayres 


Our  Stars,  fifth  row  left  to  right: 
Patricia  Burnett  -  Foley's 
Doris  Carter  -  Lord  &  Taylor 
Brad  Broadhacker  -  Famous-Barr 
Teresa  Talbot  -  Meier  &  Frank 
Jan  Wass-Dart  -  RobinsonS’May 
John  Meyer  -  Robinsons-May 
Shirley  Trotter  -  Foley's 
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Our  Stars,  first  row  left  to  right: 

Diane  DePalma  -  Filene's 

Jaime  Serrano  -  Lord  &  Taylor 

Helen  Holsopple  -  Lord  &  Taylor 

Jamet  Jackson  -  Hecht's 

Meri  Jordan  -  Foleys 

Christopher  Cromwell,  Jr.  -  Lord  &  Taylor 


Our  Stars,  third  row  left  to  right: 
Paul  Vizbaras  -  Filene's 
Haze!  Jordan  -  Lord  &  Taylor 
Toni  Flynn  -  Hecht's 
Rachel  Williams  -  Foley's 
Richard  Proulx  -  Hecht's 
Hazel  Boggess  -  Kaufmann's 


Our  Stars,  fifth  row  left  to  right: 
Carol  Perdue  -  Robinsons-May 
Belay  Ambaye  -  Robinsons-May 
Ingrid  Bruce  -  Meier  &  Frank 
Gary  Bozick  -  Robinsons-May 
Consuelo  Ciaramella  -  Lord  &  Taylor 
Diane  Crenshaw  -  Foley's 


Our  Stars,  second  row  left  to  right: 
Irene  Kittan  -  Kaufmann's 
Rick  Apostoli  -  Filene's 
Mary  McLaughlin  -  Filene's 
Gulshan  Madaan  -  Lord  &  Taylor 
MooshI  Rashtian  -  Robinsons-May 
Patricia  Palmer  -  Filene's 
Charlotte  Rumbaugh  -  Lord  &  Taylor 


Our  Stars,  fourth  row  left  to  right 
Craig  Cliff  -  Meier  &  Frank 
Leticia  Fuentes  -  Foley's 
Monika  Carr  ~  Foley's 
Rose  Thomas  -  Strawbridge's 
Alvaro  Borges  -  Filene's 
Deborah  Givens  -  Robinsons-May 


MARKET 


I  N  F  0  R  M  A  T 


0  N 


STORES 


2000  SALES 


Lord  &  Taylor 

33  markets,  Including  New  York/New  Jersey  Metro;  Chicago; 

Boston;  Dallas/Fort  Worth;  Philadelphia  Metro;  Washington.  D.C.,  Metro; 

Detroit;  Houston;  Atlanta;  and  Miami 

82 

S  2.2  billion 

Hecht's  and  Strawbridge's 

19  markets,  including  Washington,  D.C.,  Metro;  Philadelphia  Metro 
(Strawbridge's);  Baltimore;  Norfolk;  and  Richmond 

73 

S  2.5  billion 

Foley's 

1 7  markets,  including  Houston,  Dallas/Fort  Worth,  Denver,  San  Antonio, 

Austin,  and  Oklahoma  City 

60 

$  2.2  billion 

Robinsons-May 

9  markets,  including  Los  Angeles/Orange  County.  Riverside/San  Bernardino, 
Phoenix,  San  Diego,  and  Las  Vegas 

55 

S  2.2  billion 

Filene's 

16  markets,  including  Boston  Metro,  Southern  Connecticut 

Hartford,  Providence  Metro,  and  Albany 

44 

$  1.8  billion 

Kaufmann's 

22  markets,  including  Pittsburgh,  Cleveland,  Buffalo,  and  Rochester 

51 

$  1.6  billion 

Famous*Barr,  L.S.  Ayres,  and  The  Jones  Store 

24  markets,  including  St.  Louis  Metro,  Kansas  City  Metro  (The  Jones  Store), 
and  Indianapolis  (LS.  Ayres) 

42 

$  1.3  billion 

Meier  &  Frank 

10  markets,  including  PortlandA/ancouver  Metro  and  Salt  Lake  City  Metro 

20 

S  0.6  billion 

TOTAL  DEPARTMENT  STORES 

427 

$14.4  billion 

David's  Bridal 

123  stores  In  36  states  and  Puerto  Rico 

123 

$  0.2  billion 

THE  MAY  DEPARTMENT  STORES  COMPANY 

550 

$14.5  billion 

Rscal  2000  sales  are  shown  on  a  52'Week  basis.  David's  Bridal  joined  May  in  August  2000. 
Only  results  since  that  date  are  included  in  the  company's  total. 


O 


45 

12 

>o 
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MANAGEMENT'S  DISCUSSION  AND  ANALYSIS 


Our  26th  consecutive  year  of  increased  sales  and  earnings  per  share 
is  a  record  few  companies  in  retailing  can  match.  A  solid  fourth  quarter 
performance  resulted  in  record  earnings  per  share  of  $2.62  in  2000,  com¬ 
pared  with  last  year's  $2.60.  Our  three-year  earnings  per  share  compound 
growth  rate  is  8.2%.  Net  earnings  totaled  $858  million  versus  $927  million 
last  year.  Our  return  on  equity  of  21 .0%  and  our  return  on  net  assets  of 
19.5%  continue  to  be  among  the  best  in  retailing. 

Sales  were  $14.5  billion,  an  increase  of  4.3%  over  1999  sales  of  $13.9  bil¬ 
lion.  The  inaease  reflects  a  0.5%  rise  in  store-for-store  sales,  2000  store 
openings,  the  full-year  impact  of  1999  store  openings,  and  the  sales  from 
David's  Bridal. 

In  2000  we  opened  23  department  stores,  including  13  former  ZCMI 
stores  located  in  Utah  and  Idaho,  adding  3.3  million  square  feet  of 
retail  space; 


Lord  &  Taylor  4  stores 

Pittsburgh  (Downtown) 

Pittsburgh.  PA 

Flatiron  Crossing 

Denver.  CO 

Moorestown  Mall 

Moorestown,  NJ 

Providence  Place 

Providence,  Rl 

Fole/s:  4  stores 

Flatiron  Crossing 

Denver.  CO 

NorthPark  Center 

Dallas,  TX 

Stonebriar  Center 

Frisco,  TX 

South  Park  Mall 

San  Antonio,  TX 

Kaufmarm's:  1  store 

Oakdale  Mall 

Johnson  City,  NY 

Famous-Barr.  1  store 

Merle  Hay  Mall 

Des  Moines,  lA 

Meier  &  Frank:  13  stores 


Cottonwood  Mall 
Fashion  Place 
Foothill  Village 
Layton  Hills  Mall 
O^n  City  Mail 
South  Towne  Center 
Valley  Fair  Mali 
ZCMI  Center 
Cache  Valley  Mall 
Red  Cliffs  Mall 
University  Mali 
Grand  Teton  Mall 
Pine  Ridge  Mali 


Salt  Lake  City,  UT 
Salt  Lake  City,  UT 
Salt  Lake  City,  UT 
Salt  Lake  City,  UT 
Salt  Lake  City,  UT 
Salt  Lake  City,  UT 
Salt  Lake  City,  UT 
Salt  Lake  City,  UT 
Logan.  UT 
St.  George,  UT 
Orem,  UT 
Idaho  Falls,  ID 
Pocatella  ID 


We  remodeled  20  department  stores  in  2000  totaling  1.6  million  square 
feet  including  the  expansion  of  nine  stores  by  259,000  square  feet. 

At  fiscal  year-end  we  operated  427  department  stores  in  37  states  and 
the  District  of  Columbia. 

David's  Bridal,  the  largest  retailer  of  bridal  apparel  in  the  United  States, 
joined  May  in  August  2000.  At  fiscal  year-end.  David's  Bridal  operated 
123  stores  In  36  states  and  Puerto  Rico. 

We  plan  to  open  22  new  department  stores  in  2001  totaling  4.1  million 
square  feet  including  eight  stores  purchased  from  Saks  incorporated. 

We  also  plan  to  remodel  32  department  stores  totaling  2.0  million  square 
feet  of  retail  space,  which  Includes  the  expansion  of  20  stores  by  a  total 
of  743,000  square  feet.  David's  Bridal  plans  to  add  28  new  stores  in  2001 
totaling  308,000  square  feet  of  retail  space.  In  addition,  we  have  agreed  to 
purchase  13  former  Wards  stores.  Seven  are  planned  as  new  stores  and  the 
remainder  will  provide  expansion  in  existing  malls.  We  plan  to  reopen  most 
of  the  locations  in  2002. 

The  new-store  plan  for  2001  through  2005  would  add  89  new  department 
stores  and  148  David's  Bridal  stores  totaling  17  million  retail  square  feet  a 
5%  annualized  inaease.  During  this  five-year  period,  the  major  components 
of  our  S43  billion  capital  plan  include  plans  to  invest  $2.0  billion  for  new 
stores,  $1 .1  billion  to  expand  and  remodel  existing  stores,  and  $380  million 
related  to  systems  and  operations  improvements. 


Common  stock  repurchase  programs  authorized  by  our  board  of  directors 
since  1996  totaled  more  than  $2.5  billion: 


Cm  millions,  except  per  share) 

Authorized 

As  Repurchased 

$ 

Shares 

Average  Price 
per  Share 

2000 

S  650 

$  789 

28.4 

$28 

1999 

500 

361 

9.9 

36 

1998 

500 

500 

'  12.5 

40 

1997 

300 

300 

9.6 

31 

19% 

600 

600 

1 

31 

Total 

$2,550 

$2,550 

1  79.5 

$32 

Review  of  Operations 

Earnings  per  share  was  $2.62  in  2000,  compared  with  $2.60  in  1999  and 
$2.30  in  1998.  Net  earnings  totaled  $858  million  in  2000,  compared  with 
$927  million  in  1999  and  $849  million  in  1998.  The  decline  in  net  earn¬ 
ings  is  due  to  lower  operating  earnings  during  the  first  three  quarters  of 
2000,  including  a  $63  million  charge  to  clear  excess  spring  and  summer 
merchandise,  and  increased  interest  expense  related  to  the  1999  and  2000 
common  stock  repurchase  programs.  The  2000, 1999,  and  1998  earnings 
per  share  growth  rates  were  0.8%,  1 3.0%,  and  11.1%,  respectively.  Return 
on  revenues  was  5.9%  in  2000,  compared  with  6.7%  in  1999  and  6.5% 
in  1998. 

Results  for  the  past  three  years  and  the  related  percent  of  revenues  were: 


2000 

1999 

1998 

(doHars  in  minions, 
except  per  share) 

$ 

% 

$ 

% 

$ 

% 

Net  retail  sales 

$14,454 

$13,854  1 

$13,031  ' 

Revenues 

514,511 

100.0% 

$13,866 

100.0% 

$13,090 

100.0% 

Cost  of  sales 

9,929 

68.4 

9.370 

67.6  1 

8,901 

,  68.0 

Selling,  general,  and 
administrative 

2,835 

19.5 

2,686 

19.4  1 

2,516 

1  19.2 

Interest  expense,  net 

345 

2.4 

287  ' 

2.0  ! 

278 

2.1 

Earnings  before 
income  taxes 

Provision  for 

1,402 

9.7 

1,523 

11.0  , 

1,395 

1 

10.7 

income  taxes'^’ 

544 

38.8 

5% 

39.1  , 

546 

1  39.1 

Net  earnings 

$  858 

5.9% 

$  927 

~^7% 

^  6.5% 

Earnings  per  share 

$  2.62 

0.8% 

$  2.60 

13.0% 

$  2.30 

1  11.1% 

Percent  of  revenues  columns  represent  effective  income  tax  rates. 
Percent  of  revenues  columns  represent  earnings  per  share  growth  rates. 


Fiscal  2000  included  53  weeks.  The  additional  week  did  not  materially 
affect  2000  earnings.  All  net  retail  sales  information  is  presented  on  a 
52-week  basis  for  comparability.  References  to  earnings  per  share  are  to 
diluted  earnings  per  share. 

The  following  table  shows  earnings  before  interest  and  taxes  excluding 
the  LIFO  (last-in,  first-out)  oedit  of  $29  million  in  2000,  $30  million  in 
1999,  and  $28  million  in  1998: 


(dollars  in  millions) 

2000 

1999  1 

1998 

Operating  earnings 

Percent  of  revenues 

$1,718 

11.8% 

$1,780  , 
12.8%! 

$1,645 

12.6% 
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MANAGEMENT'S  DISCUSSION  AND  ANALYSIS 


Our  427  quality  department  stores  are  operated  by  eight  regional  department 
store  companies  aaoss  the  United  States  under  1 1  long-standing  and  widely 
recognized  trade  names.  Each  department  store  company  holds  a  leading 
market  position  in  its  region.  David's  Bridal  operates  123  stores  and  is  the 
nation's  largest  retailer  of  bridal  gowns  and  bridal-related  merchandise. 


The  table  below  summarizes  net  retail  sales,  sales  per  square  foot  gross 
retail  square  footage,  and  the  number  of  stores  for  each  department  store 
company  and  David's  Bridal: 


Net  Retail 
Sales  in  Millions 
of  Dollars 

Sales  per 
Square  Foot‘’> 

1  Gross  Retail 

Square  Footage 
in  Thousands 

Number  of  Stores 

Store  Company:  Headquarters 

2000 

1999 

2000 

1999 

2000 

1999 

2000 

New 

Closed 

1  1999 

Lord  &  Taylor  New  York  City 

$  2J81 

$  2,129 

$214 

S222 

10,601 

10,070 

82 

4 

— - - 1 

78 

Hecht's,  Strawbridge's:  Washington,  D.C. 

2.S02 

2.442 

203 

203 

12,583 

12,668 

73 

- 

1 

74 

Foley's:  Houston 

2.206 

2,174 

201 

203 

11,572 

10,975 

60 

4 

1 

57 

Robinsons- May:  Los  Angeles 

2,171 

2,057 

217 

210 

10,210 

10,198 

55 

- 

- 

55 

Rlene's:  Boston 

1.790 

1,703 

253 

253 

7,222 

7,212 

44 

- 

- 

44 

Kaufmann's:  Pittsburgh 

1.600 

1,597 

191 

196 

8,721 

8,513 

51 

1 

- 

50 

Famous-Barr.  LS.  Ayres.  The  Jones  Store:  St.  Louis 

1.319 

1,348 

174 

189 

7,630 

7,655 

42 

1 

1 

42 

Meier  &  Frank:  Portland.  Ore. 

581 

404 

170 

233 

3,487 

1,769 

20 

13 

1 

8 

Total  Department  Stores 

$14,350 

S  13.854 

$205 

S210 

72,026 

69,060 

427 

23 

4 

408 

David's  Bridal:  Philadelphia 

248 

192 

205 

207 

1,322 

1,061 

123 

23 

100 

The  May  Department  Stores  Company  ® 

$14,454 

SI  3.854 

$205 

S210 

73,348 

69,060 

550 

146 

4 

408 

Fiscal  2000  net  retail  sales  and  sales  per  square  fool  are  shown  on  a  52-week  basis  for  comparability. 

David's  Bridal  shown  on  a  full-year  basis. 

^  Results  of  David's  Bridal  included  since  August  2000.  All  David's  Bridal  stores  included  as  new. 

Net  retail  sales  exclude  the  sales  of  stores  that  have  been  closed  and  not  replaced  and  include  lease  department  sales. 

Sales  per  square  foot  are  calculated  from  net  retail  sales  plus  finance  charge  revenues  and  average  gross  retail  square  footage. 
Gross  retail  square  footage  represents  square  footage  of  stores  open  at  the  end  of  the  period  presented. 

Net  retail  sales  Earnings  per  share 

On  miniom) 


Sales  per  square  foot 


Cash  flows 

Cm  millions)  V  - 


SI4.454 


90  91  92  93  94  95  96  97  98  99  00  90  91  92  93  94  95  96  97  98  99  00  90  91  92  93  94  95  96  97  98  99  00 


Common  stock  closing  price 
and  price  range 
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MANAGEMENT'S  DISCUSSION  AND  ANALYSIS 


Net  Retail  Sales  Net  retail  sales  (sales)  exclude  the  sales  of  stores  that 
have  been  closed  and  not  replaced  and  include  lease  department  sales, 
Store-for-store  sales  represent  sales  of  those  stores  open  during  both  years. 
David's  Bridal  sales  are  included  in  total  sales  since  August  2000.  but  are 
not  included  in  store-for-store  sales.  Sales  inaeases  (deceases)  for  2000 
and  1999  were: 


Quarter 

2000 

1999 

Total 

Store-for- 

Store 

Total  1 

Store-for- 

Store 

Rrst 

3.5% 

0.0% 

8.1%, 

3.5% 

Second 

2.6 

(0.6) 

9.2 

4.7 

Third 

5.0 

(0.1) 

5.4 

1.1 

Fourth 

5.5 

1.8 

4.0 

1.6 

Year 

4.3% 

os% 

6.3%  I 

2.6% 

The  total  sales  increase  for  2000  reflects  a  0.5%  rise  in  store-for-store 
sales,  the  opening  of  19  net  new  department  stores  in  2000,  the  full- 
year  impact  of  1999  store  openings,  and  the  sales  from  David's  Bridal. 
The  total  sales  inaease  for  1999  includes  a  2.6%  store-for-store  sales 
inaease,  the  opening  of  1 5  net  new  stores,  and  the  full-year  Impact  of 
1998  store  openings. 

Revenues  Revenues  (see  page  26  for  definition)  include  finance  charge 
revenues  of  $301  million,  $304  million,  and  $298  million  in  2000, 1999, 
and  1998,  respectively. 

Cost  of  Sales  Cost  of  sales  includes  cost  of  merchandise  sold  and  buying 
and  occupancy  costs.  The  Impact  of  UFO  on  cost  of  sales  and  the  related 
percent  of  revenues  were: 


(dofl3fs  in  mrifions) 

2000 

1999  , 

1998 

$ 

% 

S 

% 

$ 

% 

Cost  of  sales 

UFO  credit 

$9,929 

29 

68.4% 

0.2 

$9,370 

30 

67.6%l 

0.2 

$8,901 

28 

‘  68.0% 
0.2 

Cost  of  sales 
before  UFO  credit 

$9,958 

68.6% 

$9,400 

67.8% 

1  $8,929 

68.2% 

Before  the  UFO  credit  cost  of  sales  as  a  percent  of  revenues  increased  in 
2000  compared  with  1999  due  to  a  higher  level  of  markdowns»  including  a 
$63  million  charge  to  dear  excess  spring  and  summer  merchandise,  which 
inaeased  cost  of  sales  as  a  percent  of  revenues  by  0.5%  In  2000.  The 
remaining  increase  in  cost  of  sales  as  a  percent  of  revenues  was  in  buying 
and  occupancy  costs.  Before  the  UFO  aedit  cost  of  sales  as  a  percent  of 
revenues  decreased  In  1999  compared  with  1998  due  to  the  elimination 
of  the  consumer  electronics  business. 


Selling,  General,  and  Administrative  Expenses  Selling,  general,  and 
administrative  expenses  and  the  related  percent  of  revenues  were: 


(doilars  in  millions) 

2000 

1999 

1998 

$ 

% 

$ 

%  1 

i _  $ 

% 

Selling,  general,  and 
administrative 

$2,835 

19.5% 

$2,686 

19.4%l 

$2,516 

19.2% 

As  a  percent  of  revenues,  selling,  general,  and  administrative  expenses 
inaeased  from  19.4%  in  1999  to  19.5%  in  2000  as  a  result  of  an  increase 
in  payroll  expense  partially  offset  by  lower  retirement  and  other  employee 
benefit  expenses.  As  a  percent  of  revenues,  selling,  general,  and  adminis¬ 
trative  expenses  increased  from  19.2%  in  1998  to  19.4%  in  1999  as  a 
result  of  increases  in  advertising  and  sales  promotion,  payroll,  retirement, 
and  profit  sharing  expenses. 

Selling,  general,  and  administrative  expenses  included  advertising  and 
sales  promotion  costs  of  $572  million,  $540  million,  and  $500  million  in 
2000, 1999,  and  1998,  respectively.  As  a  percent  of  revenues,  advertising 
and  sales  promotion  costs  were  3.9%  in  2000  and  1999  and  3.8%  in  1998. 


Interest  Expense  Interest  expense  components  were: 


(dollars  in  millions) 

2000 

1999 

1998 

Interest  expense 

$373 

$315  j 

$311 

Interest  income 

(11) 

(12) 

(19) 

Capitalized  interest 

(17) 

(16) 

(14) 

Interest  expense,  net 

$345 

$287  j 

^  $278 

Percent  of  revenues 

2.4% 

2.0% 

2.1% 

Interest  expense  principally  relates  to  long-term  debt.  Seasonal  working 
capital  requirements  were  met  through  commercial  paper  borrowings.  In 
2000,  we  issued  $1 .1  billion  in  new  debt.  We  did  not  Issue  any  long-term 
debt  in  1999.  In  1998,  we  issued  $350  million  in  new  debt 

Income  Taxes  The  effective  income  tax  rate  for  2000  was  38.8%,  com¬ 
pared  with  39.1%  in  1999  and  1998,  as  a  result  of  implementing  corporate 
structure  changes  which  have  a  favorable  impact  on  our  effective  tax  rate. 

Impact  of  Inflation  Inflation  did  not  have  a  material  impact  on  our  2000 
sales  and  earnings  growth.  We  value  inventory  principally  on  a  UFO  basis, 
and  as  a  result  the  current  cost  of  merchandise  Is  reflected  in  current 
operating  results. 

Review  of  Financial  Condition 

We  continue  to  meet  our  objective  of  generating  top  quartile  shareowner 
returns  In  the  retail  industry  while  maintaining  access  to  capital  at  reason¬ 
able  costs. 

Return  on  Equity  Return  on  equity  is  our  principal  measure  for  evaluating 
our  performance  for  shareowners  and  our  ability  to  Invest  shareowners' 
funds  profitably.  Our  objective  is  performance  that  places  our  return  on 
equity  in  the  top  quartile  of  the  retail  industry.  Return  on  beginning  equity 
was  21.0%  in  2000,  compared  with  24.1%  in  1999  and  22.2%  in  1998. 

Return  on  Net  Assets  Return  on  net  assets  measures  performance  inde¬ 
pendent  of  capital  structure.  Return  on  net  assets  is  pretax  earnings  before 
net  interest  expense  and  the  interest  component  of  operating  leases, 
divided  by  beginning-of-year  net  assets  (including  present  value  of  oper¬ 
ating  leases).  Return  on  net  assets  was  19.5%  in  2000,  compared  with 
20.7%  in  1999  and  19.8%  in  1998. 
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MANAGEMENT'S  DISCUSSION  AND  ANALYSIS 


Cash  Flows  Cash  flows  from  operations  (net  earnings  plus  depreciation 
and  amortization)  was  $1 .4  billion,  or  9.4%  of  revenues  in  2000.  This  com¬ 
pares  with  10.1%  in  1999  and  9.8%  in  1998.  Our  cash  flows  as  a  percent 
of  revenues  continues  to  be  one  of  the  highest  in  the  retail  industry  and 
provides  us  with  significant  resources  to  enhance  shareowners'  value. 

Sources  (uses)  of  cash  flows  were: 


(doKan  in  millions) 

2000 

1999 

1998 

Net  earnings  plus  depreciation  and  amortization 

Working  capital  (Increases)  decreases 

Other  operating  activities 

Net  capital  expenditures 

Business  combinations 

Net  long-term  debt  Issuances  (repayments) 

Net  purchases  of  common  stock 

Dividend  payments 

$1,369 

(71) 

48 

(550) 

(420) 

835 

(792) 

(304) 

$1,396 

1 

120  ! 
(678)  , 
(40) 
(135) 
(434)  ; 
(314)^ 

'  il.288  ^ 

158 

59 

(586) 

(302) 

129 

(525) 

(308) 

Inaease  (decease)  in  cash  and  cash  equivalents 

S  115 

S  (71)  i 

s'  (87) 

Includes  common  stock  repurchase  programs  authorized  by  our  board  of  directors  as 
described  on  page  18, 

See  “Consolidated  Statement  of  Cash  Flows'  on  page  24. 

Capital  Expenditures  Capital  expenditures  are  primarily  related  to  new 
stores,  remodels  and  expansions.  Our  strong  financial  condition  enables  us 
to  make  capital  expenditures  to  enhance  growth  and  improve  operations. 
The  operating  measures  we  emphasize  when  we  invest  in  new  stores  and 
remodel  or  expand  existing  stores  include  return  on  net  assets,  internal 
rate  of  return,  and  sales  per  square  foot. 

Business  Combinations  In  August  2000,  David's  Bridal,  Inc.  joined  May. 
The  cost  of  this  transaction  was  approximately  $420  million.  In  December 
1999,  we  completed  the  merger  of  Zions  Co-operative  Mercantile  Institution 
(ZCMI)  stores.  We  issued  1 .6  million  shares  of  May  common  stock  valued 
at  $50  million  to  ZCMI  shareholders  and  assumed  $73  million  of  debt,  of 
which  $40  million  was  repaid  at  closing.  In  September  1998,  we  purchased 
1 1  former  Mercantile  stores  for  approximately  $302  million  including  mer¬ 
chandise  inventories.  These  business  combinations  have  been  accounted  for 
as  purchases  and  did  not  have  a  material  effect  on  our  results  of  operations 
or  financial  position. 

In  January  2001,  we  announced  that  we  will  purchase  nine  department 
store  locations  from  Saks  Incorporated.  The  cash  purchase  price  includes 
approximately  $237  million  for  the  stores  and  approximately  $72  million 
for  merchandise  inventories  and  accounts  receivable.  The  transaction 
is  expected  to  close  in  the  first  quarter  of  2001 .  This  transaction  will  be 
accounted  for  as  a  purchase  and  will  not  have  a  material  effect  on  our 
financial  statements. 

Available  Credit  and  Debt  Ratings  We  can  borrow  up  to  $878  million 
under  our  credit  agreements.  In  addition  we  have  filed  with  the  Securities 
and  Exchange  Commission  shelf  registration  statements  that  enable  us  to 
issue  up  to  $775  million  of  debt  securities. 

Our  bonds  are  rated  A1  by  Moody's  Investors  Service,  Inc.  and  A-i-  by 
Standard  &  Poor's  Corporation.  Our  commercial  paper  is  rated  PI 
by  Moody's  and  A1  by  Standard  &  Poor's.  Our  senior  unsecured  bank 
credit  agreement  is  rated  A1  by  Moody's. 


Financial  Ratios  Our  debt-to-capitaiizatk)n  and  fixed-charge  coverage 
ratios  are  consistent  with  our  capital  structure  objective.  Our  capital  struc¬ 
ture  provides  us  with  substantial  financial  and  operational  flexibility. 

The  debt-to-capitallzation  ratios  were  50%,  44%,  and  45%  for  2000, 1999, 
and  1998,  respectively.  The  ratio  inaeased  in  2000  due  to  current  year  long¬ 
term  borrowings  of  $1.1  billion  and  the  repurchase  of  $789  million  of  our 
common  stock.  For  purposes  of  the  debt-to-capitalization  ratio,  we  define 
total  debt  as  short-term  and  long-term  debt  (including  the  Employee  Stock 
Ownership  Plan  (ESOP]  debt  reduced  by  unearned  compensation)  and 
the  capitalized  value  of  all  leases,  including  operating  leases.  We  define 
capitalization  as  total  debt  noncurrent  deferred  taxes,  ESOP  preference 
shares,  and  shareowners'  equity.  See  "Profit  Sharing*  on  page  27  for 
discussion  of  the  ESOP. 

The  fixed-charge  coverage  ratios  were  4.0x  In  2000, 4.8x  In  1999,  and 
4.5x  In  1998.  The  ratio  declined  in  2000  due  to  higher  interest  expense 
related  to  the  new  debt  issuances  and  lower  operating  earnings  as  previ¬ 
ously  discussed  in  "Review  of  Operations, "compared  with  1999.  We  define 
fixed  charges  as  gross  interest  expense,  interest  expense  on  the  ESOP  debt 
total  rent  expense,  and  the  pretax  equivalent  of  dividends  on  redeemable 
preferred  stock. 

Common  Stock  Dividends  and  Market  Prices  Our  dividend  policy 
is  based  on  earnings  growth  and  capital  investment  requirements.  We 
Increased  the  annual  dividend  by  1  cent  to  94  cents  per  share  effective 
with  the  March  2001  dividend.  This  is  our  26th  consecutive  annual  dividend 
increase.  We  have  paid  consecutive  quarterly  dividends  since  1911. 

The  quarterly  price  ranges  of  the  common  stock  and  dividends  per  share 
In  2000  and  1999  were: 


Quarter 

2000 

1999 

Market  Pike 

Dividends 
per  Share 

Market  Price 

Dividends 
per  Share 

High 

Low 

High 

1  Low 

First 

$32.13 

$23.75 

$0.2325 

$42.19 

$36.00  ~ 

I  $0.2225 

Second 

31.13 

23.25 

0.2325 

45.38 

1  38.13 

0.2225 

Third 

25.50 

19.19 

0.2325 

41.56 

1  32.50 

0.2225 

Fourth 

39.50 

22.94 

0.2325 

34.63 

'  29.19 

I  0.2225 

Year 

$39.50 

$19.19 

$0.9300 

$45.38 

i  $29.19 

$0.8900 

The  approximate  number  of  common  shareowners  as  of  March  1, 2001,  was  43,000. 


Forward-looking  Statements  Management's  Discussion  and  Analysis 
contains  forward-looking  statements  as  defined  by  the  Private  Securities 
Litigation  Reform  Act  of  1 995.  While  such  statements  reflect  all  available 
information  and  management's  judgment  and  estimates  of  current  and 
anticipated  conditions  and  circumstances  and  are  prepared  with  the  assis¬ 
tance  of  specialists  within  and  outside  the  company,  there  are  many  factors 
outside  of  our  control  that  have  an  impact  on  our  operations.  Such  factors 
Include  but  are  not  limited  to  competitive  changes,  general  and  regional 
economic  conditions,  consumer  preferences  and  spending  patterns,  avail¬ 
ability  of  adequate  locations  for  building  or  acquiring  new  stores,  and  our 
ability  to  hire  and  retain  qualified  associates.  Because  of  these  factors, 
actual  performance  could  differ  materially  from  that  described  in  the 
forward-looking  statements. 
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CONSOLIDATED  STATEMENT  OF  EARNINGS 
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CONSOLIDATED  BALANCE  SHEET 


February  3, 

January  29, 

(dollars  in  millions,  except  per  share) 

2001 

2000 

Assets 

Current  assets: 

Cash 

S  17 

$  16 

Cash  equivalents 

139 

25 

Accounts  receivable,  net  of  allowance  for  uncollectible  accounts  of  $76  and  $76 

2,081 

2,173 

Merchandise  inventories,  net  of  LIFO  reserve  of  $6  and  $35 

2,938 

2,817 

Other  current  assets 

95 

84 

Total  current  assets 

5,270 

5,115 

Property  and  equipment: 

Land 

329 

326 

'  Buildings  and  improvements 

4,090 

3,863 

Furniture,  fixtures,  and  equipment 

3,689 

3,543 

Property  under  capital  leases 

59 

65 

Total  property  and  equipment 

8,167 

7,797 

Accumulated  depreciation 

(3,268) 

(3,028) 

Property  and  equipment,  net 

4,899 

4,769 

Goodwill,  net  of  accumulated  amortization  of  $263  and  $228 

1,312 

981 

Other  assets 

93 

70 

Total  assets 

$11,574 

$10,935 

Liabilities  and  shareowners'  equity 

Current  liabilities: 

Current  maturities  of  long-term  debt 

$  85 

$  259 

Accounts  payable 

965 

1,030 

Accrued  expenses 

871 

892 

Income  taxes  payable 

293  1 

234 

Total  current  liabilities 

2,214 

2,415 

Long-term  debt 

4,534 

3,560 

Deferred  income  taxes 

586 

540 

Other  liabilities 

335 

314 

ESOP  preference  shares 

299 

315 

Unearned  compensation 

(249)  ' 

(286) 

Shareowners'  equity: 

Common  stock 

149 

163 

Additional  paid-in  capital 

- 

- 

Retained  earnings 

3,706 

3,914 

Total  shareowners'  equity 

3,855 

4,077 

Total  liabilities  and  shareowners'  equity 

$11,574 

$10,935 

Common  stock  has  a  par  value  of  $0.50  per  share;  1  billion  shares  are  authorized  and  470.5  million  shares  were  issued.  At  February  3. 2001,  298.2  million  shares  were  outstanding,  and 
172.3  million  shares  were  held  in  treasury.  At  January  29.  2000,  325.5  million  shares  were  outstanding,  and  145.0  million  shares  were  held  in  treasury. 

ESOP  preference  shares  have  a  par  value  of  $0.50  per  share  and  a  stated  value  of  $507  per  share;  800,000  shares  are  authorized.  At  February  3. 2001, 589, %2  shares  (convertible  into 
19.9  million  shares  of  common  stock)  were  issued  and  outstanding.  At  January  29, 2000, 622,197  shares  (convertible  into  21 .0  million  shares  of  common  stock)  were  issued  and  outstanding. 

See  Notes  to  Consolidated  Financial  Statements. 
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CONSOLIDATED  STATEMENT  OF  CASH  FLOWS 


(dollars  in  millions) 

2000 

1999 

1998 

Operating  activities 

Net  earnings 

$  858 

$  927 

$  849 

Adjustments  for  noncash  items  included  in  earnings: 

Depreciation  and  other  amortization 

476 

440 

414 

Goodwill  amortization 

35 

29 

25 

Deferred  income  taxes 

59 

75 

49 

Working  capital  changes: 

Accounts  receivable,  net 

97 

13 

20 

Merchandise  inventories 

(77) 

(137) 

(176) 

Other  current  assets 

(9) 

(22) 

12 

Accounts  payable 

(77) 

57 

176 

Accrued  expenses 

(70) 

57 

89 

Income  taxes  payable 

65 

46 

37 

Other  assets  and  liabilities,  net 

(11) 

45 

10 

Total  operating  activities 

1,346 

1,530 

1,505 

Investing  activities 

Capital  expenditures 

(598) 

(703) 

(630) 

Dispositions  of  property  and  equipment 

48 

25 

44 

Business  combinations 

(420) 

(40) 

(302) 

Total  investing  activities 

(970) 

(718) 

(888) 

Financing  activities 

Issuances  of  long-term  debt 

1,076 

- 

350 

Repayments  of  long-term  debt 

(241) 

(135) 

(221) 

Purchases  of  common  stock 

(828) 

(468) 

(589) 

Issuances  of  common  stock 

36 

34 

64 

Dividend  payments 

(304) 

(314) 

1  (308) 

Total  financing  activities 

(261) 

(883) 

(704) 

Increase  (decrease)  in  cash  and  cash  equivalents 

115 

(71) 

(87) 

Cash  and  cash  equivalents,  beginning  of  year 

41 

112 

199 

Cash  and  cash  equivalents,  end  of  year 

$  156 

$  41 

$  112 

Cash  paid  during  the  year: 

Interest  expense 

$  376 

$  307 

S  297 

Income  taxes 

414 

463 

411 

See  "Business  Combinations"  in  Notes  to  Consolidated  Rnancial  Statements  for  a  desaiption  of  noncash  transactions. 
See  Notes  to  Consolidated  Rnancial  Statements. 
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CONSOLIDATED  STATEMENT  OF  SHAREOWNERS*  EQUITY 


(dollars  in  millions,  shares  in  thousands) 

Outstanding 
Common  Stock 

1  Additional 

1  Paid-in 

Capital 

Retained 

Earnings 

Total 

Shareowners' 

Equity 

Shares 

Dollars 

Balance  at  January  31, 1998 

346,512 

$173 

s  - 

$  3,636 

$  3,809 

Net  earnings 

- 

- 

1  849 

849 

Dividends  paid: 

Common  stock  ($0.84 per  share) 

- 

- 

- 

(290) 

(290) 

ESOP  preference  shares, 

net  of  tax  benefit 

- 

- 

- 

(18) 

(18) 

Common  stock  issued 

3,141 

1 

74 

- 

75 

Common  stock  purchased 

(14,989) 

L  _  (7) 

(74) 

(508) 

(589) 

Balance  at  January  30, 1999 

334,664 

1  167 

1 

1  3,669 

1  3,836 

Net  earnings 

- 

- 

- 

927 

927 

Dividends  paid: 

Common  stock  ($0.89  per  share) 

- 

- 

- 

(295) 

(295) 

ESOP  preference  shares, 

net  of  tax  benefit  ' 

- 

1 

- 

(19) 

(19) 

Common  stock  issued  ! 

3,678 

2 

94 

- 

96 

Common  stock  purchased 

(12,877) 

(6) 

(94) 

(368) 

(468) 

Balance  at  January  29,  2000 

325,465 

163 

3,914 

4,077 

Net  earnings 

- 

- 

- 

858 

858 

Dividends  paid: 

Common  stock  ($0.93  per  share) 

- 

- 

- 

(286) 

(286) 

ESOP  preference  shares. 

net  of  tax  benefit 

- 

- 

- 

(18) 

(18) 

Common  stock  issued 

2,350 

1 

51 

- 

52 

Common  stock  purchased 

(29,645) 

(15) 

(51) 

(762) 

(828) 

Balance  at  February  3,  2001 

298,170 

$149 

$  - 

$3,706 

$3,855 

(shares  in  thousands) 

Treasury  Shares 

2000 

1999 

1998 

Balance,  beginning  of  year 

144,990 

135,791 

123,943 

Common  stock  issued: 

Exercise  of  stock  options 

(569) 

(673) 

(1.914) 

Deferred  compensation  plan 

(221) 

(224) 

(227) 

Restricted  stock  grants,  net  of  forfeitures 

(158) 

(372) 

(306) 

Conversion  of  ESOP  preference  shares 

(1.089) 

(781) 

(694) 

Contribution  to  profit  sharing  plan 

(313) 

- 

- 

Business  combination 

- 

(1.628) 

- 

(2.350) 

(3,678)  , 

(3.141) 

Common  stock  purchased 

29,645 

12,877  ' 

14,989 

Balance,  end  of  year 

172,285 

144,990 

135,791 

Outstanding  common  stock  excludes  shares  held  in  treasury. 

See  Notes  to  Consolidated  Rnancial  Statements. 
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NOTES  TO  CONSOLIDATED  FINANCIAL  STATEMENTS 


Summary  of  Significant  Accoimting  Policies 

Fiscal  Year  The  company's  fiscal  year  ends  on  the  Saturday  closest  to 
January  31.  Fiscal  year  2000  ended  on  February  3,  2001.  and  included 
53  weeks.  The  additional  week  did  not  materially  affect  2000  earnings. 
Rscal  years  1999  and  1998  ended  on  January  29.  2000.  and  January  30. 
1999.  respectively,  and  included  52  weeks.  References  to  years  in  this 
annual  report  relate  to  fiscal  years  or  year-ends  rather  than  calendar  years. 

Basis  of  Reporting  The  consolidated  financial  statements  include  the 
accounts  of  The  May  Department  Stores  Company,  a  Delaware  corporation, 
and  all  wholly  owned  subsidianes  (May  or  the  company).  The  company's 
427  quality  department  stores  are  operated  by  eight  regional  department 
store  companies  across  the  United  States  under  1 1  long-standing  and 
widely  recognized  trade  names.  David's  Bridal  operates  123  stores  and  is 
the  nation's  largest  retailer  of  bridal  gowns  and  bridal-related  merchandise. 
The  company  aggregates  its  eight  department  store  companies  and  David's 
Bridal  into  one  reportable  segment. 

Use  of  Estimates  Management  makes  estimates  and  assumptions  that 
affect  the  amounts  reported  in  the  consolidated  financial  statements. 
Actual  results  could  differ  from  these  estimates. 

Net  Retail  Sales  Net  retail  sales  (sales)  represent  sales  of  stores  operating 
at  the  end  of  the  latest  period  including  lease  department  sales  and  exclud¬ 
ing  finance  charge  revenues  and  the  sales  of  stores  that  have  been  closed 
and  not  replaced.  Sales  are  net  of  returns  and  exclude  sales  tax.  Storefor- 
store  sales  represent  sales  of  those  stores  open  during  both  years.  David's 
Bridal  sales  are  included  in  total  sales  since  August  2000,  but  are  not 
included  In  store-for-store  sales. 

Revenues  Revenues  include  sales  from  all  stores  operating  during  the 
period,  finance  charge  revenues,  and  lease  department  Income.  Revenues 
are  net  of  estimated  merchandise  returns.  Revenues  include  finance  charge 
revenues  of  $301  million,  $304  million,  and  $298  million  in  2000, 1999, 
and  1998,  respectively. 

Cost  of  Sales  Cost  of  sales  Includes  the  cost  of  merchandise  sold  and 
the  company's  buying  and  occupancy  costs. 

Advertising  Costs  Advertising  and  sales  promotion  costs  are  expensed 
at  the  time  the  advertising  takes  place.  These  costs  were  $572  million, 
$540  million,  and  $500  million  In  2000, 1999,  and  1998,  respectively. 

Preopening  Expenses  Preopening  expenses  of  new  stores  are  expensed 
as  incurred. 

Income  Taxes  Income  taxes  are  accounted  for  by  the  liability  method. 
The  liability  method  applies  statutory  tax  rates  in  effect  at  the  date  of  the 
balance  sheet  to  differences  between  the  book  basis  and  the  tax  basis 
of  assets  and  liabilities. 

Earnings  per  Share  References  to  earnings  per  share  relate  to  diluted 
earnings  per  share. 

Stock-based  Compensation  The  company  accounts  for  stock-based  com¬ 
pensation  by  applying  APB  Opinion  No.  25,  as  allowed  under  SPAS  No.  123, 
“Accounting  for  Stock-based  Compensation." 

Cash  Equivalents  Cash  equivalents  consist  primarily  of  commercial  paper 
with  maturities  of  less  than  three  months.  Cash  equivalents  are  stated  at 
cost  which  approximates  fair  value. 


Merchandise  Inventories  Merchandise  inventories  are  principally 
valued  at  the  lower  of  LIFO  (last-in,  first-out)  cost  basis  or  market  using 
the  retail  method. 

Property  and  Equipment  Property  and  equipment  are  recorded  at  cost 
and  are  depreciated  on  a  straight-line  basis  over  their  estimated  useful 
lives.  Properties  under  capital  leases  and  leasehold  improvements  are  amor¬ 
tized  over  the  shorter  of  their  useful  lives  or  related  lease  terms.  Software 
development  costs  are  capitalized  and  amortized  over  the  expected  useful 
life.  Capitalized  interest  was  $17  million.  $16  million,  and  $14  million  in 
2000, 1999,  and  1998,  respectively. 

Goodwill  Goodwill  represents  the  excess  of  cost  over  the  fair  value  of  net 
tangible  assets  acquired  at  the  dates  of  acquisition.  Substantially  all  amounts 
are  amortized  using  the  straight-line  method  over  a  40-year  period. 

Long-lived  Assets  Long-lived  assets  and  certain  identifiable  intangibles 
are  reviewed  to  determine  whether  the  net  book  value  is  recoverable. 
Impairment  losses  resulting  from  these  reviews  have  not  been  significant. 

Financial  Derivatives  The  company  uses  financial  derivatives  only  to 
reduce  risk  In  specific  business  transactions.  The  company  periodically 
purchases  forward  contracts  on  firm  commitments  to  minimize  the  risk 
of  foreign  currency  fluctuations.  These  contracts  are  not  significant  The 
company  adopted  SFAS  No.  133,  "Accounting  for  Derivative  Instruments 
and  Hedging  Activities,"  in  2000.  This  statement  did  not  have  a  material 
impact  on  the  company. 

Reclassifications  Certain  prior-period  amounts  have  been  reclassified 
to  conform  with  the  current-year  presentation. 

Quarterly  Results  (Unaudited) 

Quarterly  results  are  determined  in  accordance  with  annual  accounting 
policies.  They  indude  certain  items  based  upon  estimates  for  the  entire  year. 
Summarized  quarterly  results  for  the  last  two  years  were: 


(doflan  m  millions, 
except  per  share) 

2000 

first 

Second 

Third 

Fourth® 

Year 

Revenues 

$3,050 

$3,131 

$3,326 

$5,004 

$14,511 

Cost  of  sales 

2,141 

2,154 

2,397 

3,237 

9,929 

Selling,  general,  and 

administrative  expenses 

638 

670 

697 

830 

2,835 

Pretax  earnings 

200 

225 

141 

836 

1,402 

Net  earnings 

120 

135 

85 

518 

858 

Earnings  per  share: 

Basic 

S  0.36 

$  0.42 

$  0.28 

$  1.68 

$  2.74 

Diluted 

0.35 

0.41 

0.27 

1.59 

2.62 

<’>The  2000  third  quarter  results  included  a  $63  million  charge  to  clear  excess  spring  and 
summer  merchandise. 


<«The  2000  fourth  quarter  included  14  weeks.  The  additional  week  inaeased  both  cost  of 
sales  and  selling,  general,  and  administrative  expenses  as  a  percent  of  revenues  by  0.2%. 


- j 

(dollars  in  millions, 
except  per  share) 

1999 

First 

Second 

Third 

Fourth 

Year 

Revenues 

$2,989 

$3,067 

$3,176 

$4,634  1 

$13,866 

Cost  of  sales  , 

2,086 

2,098 

2,218 

2,968 

9,370 

Selling,  general,  and 
administrative  expenses 

629  1 

640  ' 

660 

757 

2,686 

Pretax  earnings 

203  i 

257 

228 

835 

1,523 

Net  earnings 

122 

1  154 

138 

513 

927 

Earnings  per  share: 

Basic 

$  0.35 

$  0.45 

$  0.40 

$  1.53 

$  2.73 

Diluted 

0.34 

0.43 

0.38 

1.45 

2.60 
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NOTES  TO  CONSOLIDATED  FINANCIAL  STATEMENTS 


There  are  variables  and  uncertainties  in  the  factors  used  to  estimate  the 
annual  LIFO  provision  (credit)  on  an  interim  basis.  If  the  final  variables 
and  factors  had  been  known  at  the  beginning  of  the  year,  the  pro  forma 
earnings  (loss)  per  share  impact  of  LIFO  would  have  been: 


Quarter 

2000 

1999 

Pro 

Forma 

As 

Reported 

Pro 

Forma 

As 

Reported 

Rrst 

$0.01 

$(0.01) 

$0.01 

S(O.Ol) 

Second 

0.01 

(0.01) 

0.01 

(0.01) 

Third 

0.01 

(0.01) 

0.01 

(0.01) 

Fourth 

0.02 

0.08 

0.02 

0.08 

Year 

$0.05 

$0.05 

S0.05 

$0.05 

Profit  Sharing 

The  company  has  a  qualified  profit  sharing  plan  that  covers  most  associ¬ 
ates  who  work  1.000  hours  or  more  in  a  year  and  have  attained  age  21 . 
The  plan  is  a  defined-contribution  program  that  provides  for  discretionary 
matching  allocations  at  a  variable  matching  rate  generally  based  upon 
changes  in  the  company's  annual  earnings  per  share,  as  defined  in  the 
plan.  The  plan's  matching  allocation  value  totaled  $52  million  for  2000, 
an  effective  match  rate  of  92%.  The  matching  allocation  values  were 
$54  million  in  1999  and  $57  million  in  1998. 

The  plan  Includes  an  Employee  Stock  Ownership  Plan  (ESOP)  under  which 
the  plan  borrowed  $400  million  In  1989,  guaranteed  by  the  company,  at 
an  average  rate  of  8.5%.  The  proceeds  were  used  to  purchase  $400  million 
(788,955  shares)  of  convertible  preference  stock  of  the  company  (ESOP 
preference  shares).  Each  share  is  convertible  into  33.787  shares  of  common 
stock  and  has  a  stated  value  of  $1 5.01  per  common  share  equivalent.  The 
annual  dividend  rate  on  the  ESOP  preference  shares  is  7.5%. 

The  $249  million  outstanding  portion  of  the  guaranteed  ESOP  debt  is 
reflected  on  the  consolidated  balance  sheet  as  long-term  debt  because  the 
company  will  fund  the  required  debt  service  through  2004.  The  company's 
contributions  to  the  ESOP  and  the  dividends  on  the  ESOP  preference  shares 
are  used  to  repay  the  loan  principal  and  interest  Interest  expense  associated 
with  the  ESOP  debt  was  $22  million  in  2000,  $25  million  in  1999,  and 
$27  million  in  1998.  ESOP  preference  shares'  dividends  were  $23  million 
in  2000,  $24  million  in  1999.  and  $25  million  in  1998. 

The  release  of  ESOP  preference  shares  is  based  upon  debt-service  payments. 
Upon  release,  the  shares  are  allocated  to  participating  associates'  accounts. 
Unearned  compensation,  initially  an  equal  offsetting  amount  to  the  $400  mil¬ 
lion  guaranteed  ESOP  debt  has  been  adjusted  for  the  difference  between  the 
expense  related  to  the  ESOP  and  cash  payments  to  the  ESOP.  It  is  reduced 
as  principal  Is  repaid. 

The  company's  profit  sharing  expense  was  $41  million  in  2000,  $40  million 
in  1999,  and  $28  million  in  1998. 

At  February  3, 2001,  the  plan  beneficially  owned  15.1  million  shares  of 
the  company's  common  stock  and  100%  of  the  company's  ESOP  preference 
shares,  representing  1 1 .0%  of  the  company's  common  stock. 


Pension  and  Other  Postretirement  Benefits 

The  company  has  a  qualified  defined-benefit  plan  that  covers  most  associ¬ 
ates  who  work  1,000  hours  or  more  in  a  year  and  have  attained  age  21 . 
The  company  also  maintains  two  nonqualified,  supplementary  defined- 
benefit  plans  for  certain  associates.  All  plans  are  noncontributory  and 
provide  benefits  based  upon  years  of  service  and  pay  dunng  employment. 

Pension  expense  is  based  on  information  provided  by  an  outside  actuarial 
firm  that  uses  assumptions  to  estimate  the  total  benefits  ultimately  payable 
to  associates  and  allocates  this  cost  to  service  periods.  The  actuarial  assump¬ 
tions  used  to  calculate  pension  costs  are  reviewed  annually. 

The  accumulated  benefit  obligations  (ABO),  change  in  projected  benefit 
obligations  (PBO),  change  In  net  plan  assets,  and  funded  status  of  the 
benefit  plans  were: 


Qualified  Plan 

Nonqualified  Plans 

(doltan  in  millions) 

2000 

1999 

2000 

1999 

Change  in  PBO 

PBO  at  beginning  of  year 

$542 

$517 

$129 

$  122 

Service  cost 

31 

36 

3 

3 

Interest  cost 

41 

36 

10 

9 

Business  combinations 

- 

27 

- 

- 

Actuarial  loss  (gain) 

52 

(74) 

12 

1 

Plan  amendments 

- 

68 

- 

- 

Benefits  paid 

(74) 

(68) 

(7) 

(6) 

PBO  at  end  of  year 

$592 

$542 

S  147 

$  129 

ABO  at  end  of  year^^ 

$536 

$516 

$121 

$  104 

Change  in  net  plan  assets 

Fair  value  of  net  plan  assets  at 
beginning  of  year 

$622 

$579 

$  - 

$  - 

Actual  return  on  plan  assets 

4 

38 

- 

- 

Employer  contribution 

26  , 

48 

- 

- 

Business  combinations 

- 

25 

- 

- 

Benefits  paid 

(74) 

(68) 

- 

- 

Fair  value  of  net  plan  assets  at  end  of  year 

$578 

$622 

$  - 

$  - 

Funded  status 

Plan  assets  in  excess  of  (less  than)  PBO 

$(14) 

$  80 

$(147) 

$(129) 

Unrecognized  net  actuarial  loss  (gain) 

(26) 

(124) 

28 

19 

Unrecognized  prior  service  cost 

59 

66 

14 

14 

Additional  minimum  liability^ 

- 

- 

(16) 

(8) 

Prepaid  (accrued)  benefit  cost 

$  19 

$  22 

S(121) 

$(104) 

Plan  assets  In  excess  of  (less  than)  ABO 

$  42 

$106 

$(121) 

$(104) 

PBO  is  the  actuarial  present  value  of  benefits  attributed  by  the  benefit  formula  to  prior 
associate  service;  it  takes  into  consideration  future  salary  increases. 

w  Actuarial  loss  (gain)  is  the  change  in  value  of  the  benefit  obligations  or  the  plan  assets 
resulting  from  dianges  In  actuarial  assumptions  or  from  experience  different  than  assumed. 

®  ABO  is  the  actuarial  present  value  of  benefits  attributed  by  the  pension  benefit  formula 
to  prior  associate  service  based  on  current  and  past  compensation  levels. 

^  The  additional  minimum  liability  represents  the  excess  of  the  accumulated  benefit 
obligation  over  the  accrued  pension  costs  recognized.  Recognizing  the  additional  minimum 
liability  results  in  an  intangible  asset  being  recorded  for  an  equal  amount 
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The  components  of  net  periodic  benefit  costs  and  actuarial  assumptions  for 
the  benefit  plans  were: 


(doflars  in  millions) 

2000 

1999 

1998 

Components  of  pension  expense  (all  plans) 

Service  cost 

$34 

S39^ 

s« 

Interest  on  PBO 

51 

45 

40 

Expected  return  on  assets 

(48) 

(39) 

(34) 

Net  amortization 

4 

8 

3 

Total 

$  41 

J53 

$42 

Prior  service  cost  and  actuarial  (gain)  loss  are  amortized  over  the  remaining  service  period. 


(asofJanu^y  J) 

2001 

2000 

1999 

Actuarial  assumptions 

Discount  rate 

7.50% 

8.00% 

6.75% 

Expected  return  on  plan  assets 

7.75 

8.25 

7.00 

Salary  increase 

4.25 

4.50 

4.25 

The  accrued  pension  costs  are  included  in  other  liabilities.  Prepaid  pension 
costs  and  intangible  assets  are  included  in  other  assets. 

The  company  also  provides  postretirement  life  and/or  health  benefits  for 
certain  associates.  As  of  February  3, 2001,  the  company's  estimated  PBO 
(at  a  discount  rate  of  7.50%)  for  postretirement  benefits  was  $51  million, 
of  which  $49  million  was  accrued  in  other  liabilities.  As  of  January  29, 2000, 
the  company's  estimated  PBO  (at  a  discount  rate  of  8.00%)  for  postretire* 
ment  benefits  was  $48  million,  which  was  accrued  in  other  liabilities.  /Vn 
unrecognized  net  loss  of  less  than  1 0%  of  PBO  need  not  be  amortized.  The 
postretirement  plan  Is  unfunded.  The  postretirement  benefit  expense  was 
$4  million  in  2000, 1999,  and  1998. 

The  estimated  future  obligations  for  postretirement  medical  benefits  are 
based  upon  assumed  annual  healthcare  cost  increases  of  12%  for  2001, 
deceasing  by  1  %  annually  to  5%  for  2008  and  future  years.  A 1  %  Incease 
or  decease  in  the  assumed  annual  healthcare  cost  inceases  would  incease 
or  decease  the  present  value  of  estimated  future  obligations  for  postretire¬ 
ment  benefits  by  approximately  $2  million. 

Another  Important  element  in  the  retirement  programs  Is  the  Social  Security 
system,  into  which  the  company  paid  $1 74  million  in  2000  as  its  matching 
contribution  to  the  $174  million  paid  in  by  associates. 

David's  Bridal  provides  retirement  benefits  to  associates  who  have  worked 
three  months  or  more  and  have  attained  age  21  through  a  separate 
401  (k)  plan  (a  defined-contribution  plan)  that  provides  for  a  discetionary 
company  contribution. 


Taxes 

The  provision  for  income  taxes  and  the  related  percent  of  pretax  earnings 
for  the  last  three  years  were: 


2000 

1999 

1998 

(dollafs  in  millions) 

S 

% 

% 

S 

% 

Federal 

S412 

S440  I 

$420 

State  and  local 

73 

81 

77 

Current  taxes 

485 

34.6% 

521 

34.2% 

497 

35.6% 

Federal 

50 

63 

'  41 

State  and  local 

9 

12 

8 

Deferred  taxes 

59 

4.2 

75 

4.9 

49 

3.5 

Total 

$544 

3M% 

$596 

39.1% 

$546 

39.1% 

The  reconciliation  between  the  statutory  federal  Income  tax  rate  and  the 
effective  Income  tax  rate  for  the  last  three  years  follows: 


(percent  of  pretax  earnings) 

2000 

1999  1 

1998 

Statutory  federal  income  tax  rate 

35.0% 

35.0%, 

35.0% 

State  and  local  income  taxes 

5.8 

6.1 

6.1 

Federal  tax  benefit  of  state 

1 

and  local  income  taxes 

(2.0) 

(2.2) 

(2.2) 

Other,  net 

- 

0.2 

0.2 

Effective  income  tax  rate 

38.8% 

39.1% 

39.1% 

Major  components  of  deferred  tax  assets  (liabilities)  were: 


(dollars  in  millions) 

2000 

1999 

Accrued  expenses  and  reserves 

Deferred  and  other  compensation 

Merchandise  inventories 

Depreciation  and  amortization  and  basis  differences 

Other  deferred  income  tax  liabilities,  net 

$132 

134 

(167) 

(587) 

(52) 

$  96 
139 
(167) 
(528) 
(49) 

Net  deferred  Income  taxes 

(540) 

(509) 

Less:  Net  current  deferred  income  tax  assets 

46 

31 

Noncurrent  defen^ed  income  taxes 

$(586) 

$(540) 

Net  current  deferred  income  tax  assets  are  included  in  other  current  assets 
in  the  accompanying  balance  sheet 

Earnings  per  Share 

The  following  tables  reconcile  net  earnings  and  weighted  average  shares 
outstanding  to  amounts  used  to  calculate  basic  and  diluted  earnings  per 
share  for  2000, 1999,  and  1998. 


2000 

Net 

Earnings 

Cm  millions,  except  per  share) 

Earnings 

Shares 

per  Share 

Net  earnings 

S858 

ESOP  preference  shares'  dividends 

(18) 

Basic  earnings  per  share 

$840 

306.4 

$2.74 

ESOP  preference  shares 

17 

20.5 

Assumed  exercise  of  options 

(treasury  stock  method) 

- 

0.8 

Diluted  earnings  per  share 

$857 

327.7 

$2.62 

1999 

Net 

Earnings 

On  millions,  except  per  share) 

'  Earnings 

Shares 

per  Share 

Net  earnings 

$927 

ESOP  preference  shares'  dividends 

(19) 

Basic  earnings  per  share 

$908 

332.2 

$2.73 

ESOP  preference  shares 

16 

21.5 

Assumed  exercise  of  options 

(treasury  stock  method) 

1  ” 

1.9 

Diluted  earnings  per  share 

$924 

j  355.6 

$2.60 
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1998 

fin  millions,  except  per  share) 

Net 

Earnings 

Shares 

Earnings 
per  Share 

Net  earnings 

ESOP  preference  shares'  dividends 

$849 

(18) 

Basic  earnings  per  share 

$831 

342.6 

S2.43 

ESOP  preference  shares 

Assumed  exercise  of  options 

15 

22.2 

(treasury  stock  method) 

- 

2.6 

Diluted  earnings  per  share 

$846 

367.4 

S2.30 

Accounts  Receivable 

Credit  sales  under  department  store  credit  programs  as  a  percent  of  net  retail 
sales  were  40.3%  in  2000.  This  compares  with  40.7%  in  1999  and  42.3% 
in  1998.  An  estimated  27  million  customers  hold  credit  cards  under  the 
company's  various  oedit  programs.  Sales  made  through  third-party  aedit 
cards  totaled  $5.0  billion  in  2000,  compared  with  S4.6  billion  in  1999  and 
$4.1  billion  in  1998. 

Net  accounts  receivable  consisted  of: 


(dollafs  in  millions) 

2000 

1999 

Customer  accounts  receivable 

Other  accounts  receivable 

$2,032 

125 

$2,124 

125 

Total  accounts  receivable 

Allowance  for  uncollectible  accounts 

2,157 

(76) 

2.249 

(76) 

Accounts  receivable,  net 

$2,081 

$2,173 

I’^The  decrease  in  customer  accounts  receivable  was  primarily  related  to  the  additional 
week  of  customer  payments  as  a  result  of  the  53*week  year. 

The  fair  value  of  customer  accounts  receivable  approximates  their  carrying 
values  at  February  3. 2001,  and  January  29, 2000,  due  to  the  short-term 
nature  of  these  accounts. 

Other  Current  Assets 

In  addition  to  net  current  deferred  income  tax  assets,  other  current  assets 
consisted  of  prepaid  expenses  and  supply  inventories  of  $49  million  in  2000 
and  $53  million  in  1999. 


Other  Assets 
Other  assets  consisted  of: 


(doUars  in  millions) 

2000 

1999 

Deferred  debt  expense 

$40 

$31 

Prepaid  and  intangible  pension  asset 

35 

32 

Other 

18 

7 

Total 

$93 

$70 

Accrued  Expenses 
Accrued  expenses  consisted  of: 


(dollars  m  millions) 

2000 

1999 

Insurance  costs 

$184 

$184 

Salaries,  wages,  and  employee  benefits 

172 

196 

Advertising  and  other  operating  expenses 

148 

128 

Interest  and  rent  expense 

127 

143 

Sales,  use,  and  other  taxes 

116 

110 

Construction  costs 

52 

71 

Other 

72 

60 

Total 

$871 

$892 

Short-term  Debt  and  Lines  of  Credit 
Short-term  borrowings  for  the  last  three  years  were: 


(dollars  in  miltions) 

2000 

1999  j 

1998 

Balance  outstanding  at  year-end 

$  - 

$  - 

Average  balance  outstanding 

242 

67 

195 

Average  Interest  rate  on  average  balance 

6.6% 

5.7%  1 

5.4% 

Maximum  balance  outstanding 

$667 

$407 

$621 

The  average  balance  of  short-term  borrowings  outstanding,  primarily  com¬ 
mercial  paper,  and  the  respective  weighted  average  interest  rates  are  based 
on  the  number  of  days  such  short-term  borrowings  were  outstanding  during 
the  year.  The  company  has  $878  million  available  under  credit  agreements. 


Long-term  Debt 

Long-term  debt  and  capital  lease  obligations  were: 


(dollars  m  millions) 

2000 

1999 

Unsecured  notes  and  sinking-fund 
debentures  due  2001-2036 

Mortgage  notes  and  bonds  due  2001-2016 

Capital  lease  obligations 

$4,470 

97 

52 

$3,638 

124 

57 

Total  debt 

Less:  Current  maturities  of  long-term  debt 

4,619 

85 

3,819 

259 

Long-term  debt 

$4,534 

$3,560 

The  weighted  average  interest  rate  of  long-term  debt  was  8.2%  at 
February  3,  2001,  and  8.3%  at  January  29,  2000. 

The  annual  maturities  of  long-term  debt  including  sinking  fund  require¬ 
ments,  are  $85  million,  $315  million,  $134  million,  $258  million,  and 
$172  million  for  2001  through  2005. 

The  net  book  value  of  property  encumbered  under  long-term  debt  agree¬ 
ments  was  $128  million  at  February  3, 2001. 

The  fair  value  of  long-term  debt  (excluding  capital  lease  obligations) 
was  approximately  $4.8  billion  and  $3.7  billion  at  February  3, 2001,  and 
January  29, 2000,  respectively.  The  fair  value  was  determined  using  borrow¬ 
ing  rates  for  debt  instruments  with  similar  terms  and  maturities. 
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NOTES  TO  CONSOLIDATED  FINANCIAL  STATE 


Lease  Obligations 

The  company  leases  approximately  27%  of  its  gross  retail  square  footage. 
Rental  expense  for  the  company's  operating  leases  consisted  of: 


(doibfs  in  mHlions) 

2000 

1999 

1998 

Minimum  rentals 

$63 

$48 

$49 

Contingent  rentals  based  on  sales 

18 

18 

18 

Real  property  rentals 

81 

1 

66 

'  67 

Equipment  rentals 

4 

3 

3 

Total 

$85 

$69 

$70 

Future  minimum  lease  payments  at  February  3, 2001,  were: 


(dollars  in  rr^Hons)  i 

Capital 

Leases 

1  Operating  1 

Leases  | 

Total 

2001 

1  S  7 

1  $72  1 

$  79 

2002 

7 

68 

75 

2003 

1  7 

1  65 

72 

2004 

7 

61 

68 

2005 

1  7 

55 

1 

After  2005 

76 

i  286 

362 

Minimum  lease  payments 

,  $111 

$607 

$718 

The  present  value  of  minimum  lease  payments  under  capital  leases  was 
$52  million  at  February  3, 2001,  of  which  $2  million  w^  included  in 
current  liabilities.  The  present  value  of  operating  leases  was  $414  million 
at  February  3, 2001 . 

Property  under  capital  leases  was: 


(doltars  in  millions) 

2000 

1999 

Cost 

$59 

$65 

Accumulated  amortization 

(29) 

(32) 

Total 

$30 

$33 

Other  Liabilities 

In  addition  to  accrued  pension  and  postretirement  costs,  other  liabilities 
consisted  principally  of  deferred  compensation  liabilities  of  $165  million 
at  February  3, 2001,  and  $162  million  at  January  29, 2000.  Under  the  com¬ 
pany's  deferred  compensation  plan,  eligible  associates  may  elect  to  defer 
part  of  their  compensation  each  year  into  cash  and/or  stock  unit  alternatives. 
The  company  issues  shares  to  settle  obligations  with  participants  who  defer 
in  stock  units  and  it  maintains  shares  in  treasury  sufficient  to  settle  all 
outstanding  stock  unit  obligations. 

Litigation 

There  are  no  legal  proceedings,  other  than  ordinary  routine  litigation  inci¬ 
dental  to  the  business,  to  which  the  company  or  any  of  its  subsidiaries  is 
a  party  or  of  which  any  of  their  property  is  the  subject 
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M  E  N  T  S 


Business  Combinations 

In  August  2000,  David's  Bridal,  Inc.  joined  the  company.  The  cost  of  this 
transaction  was  approximately  $420  million. 

In  December  1999,  the  company  completed  the  merger  of  Zions  Co¬ 
operative  Mercantile  Institution  (ZCMI)  stores.  May  issued  1 .6  million 
shares  of  May  common  stock  valued  at  $50  million  to  ZCMI  shareholders 
and  assumed  $73  million  of  debt,  of  which  $40  mlHlon  was  repaid  at 
closing.  The  company  repurchased  a  comparable  number  of  shares  in  the 
open  market  as  were  issued  to  acquire  ZCMI. 

In  September  1998,  the  company  purchased  11  former  Mercantile  stores  for 
approximately  $302  million  including  merchandise  inventories.  At  the  date 
of  purchase,  nine  of  these  stores  were  leased.  The  leases  have  both  put 
and  call  options  that  obligate  the  company  to  buy  the  underlying  properties 
for  approximately  $100  million.  As  of  February  3, 2001,  the  company  has 
purchased  five  of  these  stores  for  $57  million. 

These  business  combinations  have  been  accounted  for  as  purchases  and  did 
not  have  a  material  effect  on  the  results  of  operations  or  financial  position. 

In  January  2001,  the  company  announced  that  it  will  purchase  nine  depart¬ 
ment  store  locations  from  Saks  Incorporated.  The  cash  purchase  price 
includes  approximately  $237  million  for  the  stores  and  approximately  $72 
million  for  merchandise  inventories  and  accounts  receivable.  The  transaction 
is  expected  to  close  In  the  first  quarter  of  2001 .  This  transaction  will  be 
accounted  for  as  a  purchase  and  will  not  have  a  material  effect  on  the 
company's  financial  statements. 

Stock  Option  and  Stock-related  Plans 

Under  the  company's  common  stock  option  plans,  options  are  granted 
at  the  market  price  on  the  date  of  grant  Options  to  purchase  may  extend 
for  up  to  10  years,  may  be  exerdsed  in  installments  only  after  stated  inter¬ 
vals  of  time,  and  are  conditional  upon  continued  active  employment  with 
the  company.  The  company's  plans  are  accounted  for  as  provided  by  APB 
Opinion  No.  25.  For  stock  options,  no  compensation  cost  has  been  recog¬ 
nized  because  the  option  exercise  price  Is  fixed  at  the  market  price  on  the 
date  of  grant. 

A  combined  summary  of  the  stock  option  plans  at  the  end  of  2000, 

1999,  and  1998,  and  of  the  changes  in  outstanding  shares  within  years 
is  presented  below: 


2000 

1999  1 

1998 

(shares  m  dHXisands) 

Shares 

Average 

Exercise 

Price 

Shares 

Average 
Exercise  i 
Price  ' 

Shares 

Average 

Exercise 

Price 

Beginning  of  year 

14,872 

$37 

11.764 

$33 

10,230  1 

$28 

Granted 

7,222 

25 

4.329  ' 

44 

4.230  , 

43 

Exercised 

(570) 

24 

(690) 

25 

(1.922) 

25 

Forfeited  or  expired 

(1.467) 

34 

(531) 

42 

(774) 

1  33 

End  of  year 

20,057 

$33 

14,872 

$37 

11,764 

$33 

Exercisable  at 
end  of  year 

8,377 

$34 

5,904 

$30 

3.719 

$26 

Shares  available 
for  grants 

Fair  value  of 
options  granted 

14,463 

$  8 

4,218 

$14 

8.015 

1 

The  following  table  summarizes  information  about  stock  options  outstanding 
at  February  3, 2001: 


Options  Outstanding 

1 

Options  Exercisable 

Exercise 

1  Number 

Average 

Remaining 

Average 

1 

Number 

Average 

Price 

Outstanding 

Contractual 

Exercise 

Exercisable 

Exercise 

Range 

(in  thousands} 

Life 

Price 

fin  thousands) 

Life 

$16-24 

1.408 

4 

$22 

1,257 

3 

25-34 

11,245 

8 

30 

4.142 

6 

35-45 

7,404 

8 

43 

2,978 

8 

20,057 

7 

$34 

8,377 

6 

Under  the  1994  Stock  Incentive  Plan,  the  company  is  authorized  to  grant 
up  to  3.4  million  shares  of  restricted  stock  to  management  associates  with 
or  without  performance  restrictions.  No  monetary  consideration  is  paid  by 
associates  who  receive  restricted  stock.  All  restrictions  lapse  over  periods 
of  up  to  10  years.  In  2000  and  1999.  the  company  granted  235 J  50  and 
407,167  shares  of  restricted  stock,  respectively.  For  restricted  stock  grants, 
compensation  expense  is  based  upon  the  grant  date  market  price;  It  is 
recorded  over  the  lapsing  period.  For  performance-based  restricted  stock, 
compensation  expense  is  recorded  over  the  performance  period  and  is 
based  on  estimates  of  performance  levels. 

As  an  alternative  to  accounting  for  stock-based  compensation  under 
APB  No.  25,  SFAS  No.  123,  “Accounting  for  Stock-based  Compensation." 
establishes  a  fair-value  method  of  accounting  for  employee  stock  options 
or  similar  equity  instruments.  The  company  used  the  Black-Scholes  option 
pricing  model  to  estimate  the  grant  date  fair  value  of  its  1995  and  later 
option  grants.  The  fair  value  is  recognized  over  the  option  vesting  period, 
which  is  typically  four  years.  Had  compensation  cost  for  these  plans  been 
determined  in  accordance  with  SFAS  No.  123,  the  compan/s  net  earnings 
and  net  earnings  per  share  would  have  been: 


(doitars  in  millions,  except  per  share) 

2000 

1999 

1998 

Net  earnings: 

As  reported 

$858 

$927 

$849 

Pro  forma 

835 

903 

833 

Basic  earnings  per  share: 

As  reported 

S2.74 

$2.73 

$2.43 

Pro  forma 

2.67 

2.66 

2.38 

Diluted  earnings  per  share: 

As  reported 

$2.62 

$2.60 

$2.30 

Pro  forma 

2.55 

2.54  i 

2.27 

The  Black-Scholes  assumptions  were: 


Assumptions 

2000 

1999^ 

1998 

Risk-free  interest  rate 

6.4% 

5.5%  1 

~5.^ 

Expeaed  dividend 

$0.93 

$0.89 

$0.85 

Expected  option  life  (years) 

7 

7 

7 

Expected  volatility 

32% 

26% 

23% 

Common  Stock  Repurchase  Programs 

During  2000,  the  company  purchased  S789  million  or  28.4  million  shares  of 
May  common  stock.  These  repurchases  completed  the  remaining  $139  million 
of  stock  repurchases  related  to  the  $500  million  1999  stock  repurchase 
program  and  the  $650  million  common  stock  repurchase  program  autho¬ 
rized  in  2000.  The  2000  buyback  was  in  addition  to  $361  million,  or  9.9 
million  shares,  purchased  In  1999  and  $500  million,  or  12.5  million  shares, 
purchased  in  1998. 

Preference  Stock 

The  company  is  authorized  to  issue  up  to  25  million  shares  of  $0.50  par 
value  preference  stock.  As  of  February  3, 2001 , 800,000  ESOP  preference 
shares  were  authorized  and  589,%2  were  outstanding. 

The  ESOP  preference  shares  are  shown  outside  of  shareowners'  equity  in 
the  consolidated  balance  sheet  because  the  shares  are  redeemable  by  the 
holder  or  by  the  company  in  certain  situations. 

Shareowner  Rights  Plan 

The  company  has  a  shareowner  rights  plan  under  which  a  right  is  attached 
to  each  share  of  the  company's  common  stock.  The  rights  become  exercisable 
only  under  certain  circumstances  involving  actual  or  potential  acquisitions 
of  May's  common  stock  by  a  person  or  by  affiliated  persons.  Depending 
upon  the  circumstances  the  holder  may  be  entitled  to  purchase  units  of 
the  company's  preference  stock,  shares  of  the  company's  common  stock, 
or  shares  of  common  stock  of  the  acquiring  person.  The  rights  will  remain 
in  existence  until  August  31, 2004,  unless  they  are  terminated,  extended, 
exercised,  or  redeemed. 


The  Mtty  Department  Stores  Company  31 


ELEVEN'YEAR  FINANCIAL  SUMMARY 


(in  millions,  except  per  share  and  operating  statistics) 

2000 

1999 

1998 

Net  retail  sales 

$14,454 

$13,854 

$13,031 

Total  percent  increase 

4.3% 

6.3% 

6.4% 

Store-for-store  percent  increase 

0.5 

2.6 

3.5 

Operations 

Revenues 

$14,511 

$13,866 

$13,090 

Cost  of  sales 

9,929 

9,370 

8,901 

Selling,  general,  and  administrative  expenses 

2,835 

2,686 

2,516 

Interest  expense,  net 

345 

287 

278 

Earnings  before  income  taxes 

1,402 

1,523 

1,395 

Provision  for  income  taxes 

544 

5% 

546 

Net  earnings 

858 

927 

849 

Percent  of  revenues 

5.9% 

6.7% 

6.5% 

UFO  provision  (credit) 

$  (29) 

$  (30) 

$  (28) 

Per  share 

Net  earnings 

$  2.62 

$  2.60 

$  2.30 

Dividends  paid 

0.93 

0.89 

0.85 

Book  value 

12.93 

12.53 

11.46 

Market  price  -  high 

39.50 

45.38 

47.25 

Market  price  -  low 

19.19 

29.19 

33.17 

Market  price  -  year-end  close 

37.30 

31.25 

40.25 

Financial  statistics 

Return  on  equity 

21.0% 

24.1% 

22.2% 

Return  on  net  assets 

19.5 

20.7 

19.8 

Operating  statistics 

Stores  open  at  year-end 

Department  stores 

427 

408 

393 

David's  Bridal 

123 

100 

77 

Gross  retail  square  footage  (in  millions) 

73.3 

69.1 

66.7 

Sales  per  square  foot 

$  205 

S  210 

$  209 

Cash  flows  and  financial  position 

Cash  flows  from  operations 

$  1,369 

S  1,396 

$  1,288 

Percent  of  revenues 

9.4% 

10.1% 

9.8% 

Depreciation  and  amortization 

$  511 

$  469 

$  439 

Capital  expenditures 

598 

703 

630 

Dividends  on  common  stock 

286 

295 

290 

Working  capital 

3,056 

2,700 

2,928 

Long-term  debt  and  preference  stock 

4,833 

3,875 

4,152 

Shareowners'  equity 

3,855 

4,077 

3,836 

Total  assets 

11,574 

10,935 

10,533 

Average  diluted  shares  outstanding  and  equivalents 

327.7 

355.6 

367.4 

All  years  included  52  weeks,  except  2000  and  1995,  which  included  53  weeks.  Net  retail  sales  for  2000  and  1995  are  shown  on  a  52-week  basis  for  comparability. 

0)  Represents  net  earnings  and  diluted  earnings  per  share  from  continuing  operations. 

0)  The  annual  dividend  was  increased  to  $0.94  per  share  effective  with  the  March  1 5,  2001 ,  dividend  payment, 
m  David's  Bridal  joined  the  company  in  2000.  Stores  open  at  year-end  prior  to  2000  are  shown  for  comparability. 

David's  Bridal  Included  since  August  2000. 
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ELEVEN 

’YEAR  FINANCIAL  SUM 

MARY 

1997 

1996 

1995 

1994 

1993 

1992 

1991 

1990 

$12,248 

$11,446 

$10,327 

$9,622 

$8,884 

$8,270 

$7,723 

$7,349 

7.0% 

10.8% 

7.3% 

8.3% 

7.4% 

7.1% 

5.1% 

6.8% 

3.6 

4.3 

2.5 

5.4 

5.4 

4.5 

(0.6) 

0.6 

$12,390 

$11,727 

$10,708 

$9,886 

$9,353 

$9,154 

$8,864 

$8,497 

8,437 

7,953 

7,217 

6,658 

6,328 

6,251 

6,071 

5,844 

2,375 

2,265 

2,081 

1,916 

1,824 

1,859 

1,861 

1,772 

299 

277 

250 

233 

244 

279 

315 

278 

1,279 

1,232 

1,160 

1,079 

957 

579(71 

617 

603 

500 

483 

460 

429 

379 

107^^ 

213 

199 

779 

749 

700 

650 

578 

472 

404 

404 

6.3% 

6.4% 

6.5% 

6.6% 

6.2% 

5.2% 

4.6% 

4.8% 

$  (5) 

$  (20) 

$  (53) 

$  (46) 

$  7 

$  10 

$  26 

$  39 

$  2.07 

$  1.87 

$  1.75 

$  1.62 

$  1.43 

$  1.18 

$  1.02 

$  1.01 

0.80 

0.77 

0.74 

0.67 

0.60 

0.55 

0.54 

0.51 

10.99 

10.27 

12.28 

11.10 

9.77 

8.55 

7.51 

6.69 

38.08 

34.83 

30.83 

30.08 

31.00 

24.83 

20.13 

19.71 

29.08 

27.00 

22.33 

21.50 

22.29 

17.33 

15.08 

12.46 

35.04 

29.67 

29.25 

23.42 

26.50 

23.46 

18.29 

15.17 

21.2% 

19.4% 

20.8% 

21.3% 

22.1% 

21.5% 

20.7% 

21.8% 

18.5 

18.8 

20.1 

20.1 

19.0 

15.4* 

14.5 

15.8 

369 

365 

346 

314 

301 

303 

318 

324 

59 

48 

36 

23 

14 

6 

5 

1 

62.8 

62.1 

57.6 

52.0 

49.4 

49.5 

51.9 

52.4 

$  204 

$  201 

$  201 

$  200 

$  191 

$  179 

$  171 

$  172 

$  1,191 

$  1,123 

$  1,033 

$  947 

$  859 

$  755 

$  677 

$  657 

9.6% 

9.6% 

9.6% 

9.6% 

9.2% 

8.3% 

7.6% 

7.7% 

$  412 

$  374 

$  333 

$  297 

$  281 

$  283 

$  273 

$  253 

496 

632 

801 

682 

560 

284 

366 

466 

279 

287 

277 

251 

223 

204 

198 

191 

3,012 

3,156 

3,536 

3,069 

2,960 

2,730 

3,089 

2,672 

3,849 

4,196 

3,701 

3,240 

3,192 

3,256 

4,299 

3,948 

3,809 

3,650 

4,585 

4,135 

3,639 

3,181 

2,781 

2,467 

9,930 

10,059 

10,122 

9,237 

8,614 

8,376 

8,566 

8,083 

373.6 

396.2 

397.3 

397.3 

398.2 

397.0 

394.3 

397.1 

w  Sales  per  square  foot  are  calculated  from  net  retail  sales  plus  finance  charge  revenues  and  average  gross  retail  square  footage. 

Cash  flows  from  operations  represents  net  earnings  plus  depreciation  and  amortization.  It  is  different  from  cash  flows  from  operating  activities  as  shown  on  the  statement  of  cash  flows. 

^  Pretax  earnings  include  a  net  special  and  nonrecurring  charge  of  SI  87  million,  and  the  provision  for 

income  taxes  includes  a  nonrecurring  tax  benefit  of  $187  million. 

w  Based  on  pretax  earnings  before  special  and  nonrecurring  Items. 
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REPORTS  OF  MANAGEMENT  AND  INDEPENDENT  PUBLIC  ACCOUNTANTS 


Report  of  Management 

Management  is  responsible  for  the  preparation,  integrity,  and  objectivity 
of  the  finandai  information  induded  in  this  annual  report  The  financial 
statements  have  been  prepared  in  conformity  with  generally  accepted 
accounting  principles  applied  on  a  consistent  basis.  The  preparation  of 
finandai  statements  in  conformity  with  generally  accepted  accounting 
prindples  requires  management  to  make  estimates  and  assumptions  that 
affect  the  reported  amounts.  Although  the  finandai  statements  reflect  all 
available  information  and  management's  judgment  and  estimates  of  cur¬ 
rent  conditions  and  drcumstances,  prepared  with  the  assistance  of  spe¬ 
cialists  within  and  outside  the  company,  actual  results  could  differ  from 
those  estimates. 

Management  has  established  and  maintains  an  internal  control  structure 
to  provide  reasonable  assurance  that  assets  are  safeguarded  against  loss 
from  unauthorized  use  or  disposition,  that  the  accounting  records  provide 
a  reliable  basis  for  the  preparation  of  financial  statements,  and  that  such 
financial  statements  are  not  misstated  due  to  material  fraud  or  error. 
Internal  controls  include  the  careful  selection  of  associates,  the  proper 
segregation  of  duties,  and  the  communication  and  application  of  formal 
policies  and  procedures  that  are  consistent  with  high  standards  of 
accounting  and  administrative  practices.  An  important  element  of  this 
structure  is  a  comprehensive  internal  audit  program.  Management  con¬ 
tinually  reviews,  modifies,  and  improves  its  systems  of  accounting  and 
controls  in  response  to  changes  in  business  conditions  and  operations, 
and  in  response  to  recommendations  in  the  reports  prepared  by  the 
independent  public  accountants  and  internal  auditors. 

Management  believes  that  it  is  essential  for  the  company  to  conduct 
its  business  affairs  in  accordance  with  the  highest  ethical  standards 
and  In  conformity  with  the  law.  These  standards  are  described  In  the 
company's  policies  on  business  conduct,  which  are  publicized  through¬ 
out  the  company. 


To  the  Board  of  Directors  and  Shareowners  of 
The  May  Department  Stores  Company: 

We  have  audited  the  accompanying  consolidated  balance  sheet  of  The  May 
Department  Stores  Company  (a  Delaware  corporation)  and  subsidiaries 
as  of  February  3, 2001,  and  January  29. 2000,  and  the  related  consolidated 
statements  of  earnings,  shareowners'  equity  and  cash  flows  for  each  of 
the  three  fiscal  years  in  the  period  ended  February  3, 2001 .  These  financial 
statements  are  the  responsibility  of  the  company's  management.  Our 
responsibility  is  to  express  an  opinion  on  these  financial  statements 
based  on  our  audits. 

We  conducted  our  audits  in  accordance  with  auditing  standards  generally 
accepted  in  the  United  States.  Those  standards  require  that  we  plan  and 
perform  the  audit  to  obtain  reasonable  assurance  about  whether  the 
financial  statements  are  free  of  material  misstatement  An  audit  includes 
examining,  on  a  test  basis,  evidence  supporting  the  amounts  and  disclo¬ 
sures  In  the  financial  statements.  An  audit  also  Includes  assessing  the 
accounting  principles  used  and  significant  estimates  made  by  manage¬ 
ment  as  well  as  evaluating  the  overall  financial  statement  presentation. 
We  believe  that  our  audits  provide  a  reasonable  basis  for  our  opinion. 

In  our  opinion,  the  financial  statements  referred  to  above  present  fairly,  in 
all  material  respects,  the  financial  position  of  The  May  Department  Stores 
Company  and  subsidiaries  as  of  February  3, 2001,  and  January  29, 2000, 
and  the  results  of  their  operations  and  their  cash  flows  for  each  of  the 
three  fiscal  years  in  the  period  ended  February  3, 2001,  In  conformity  with 
accounting  principles  generally  accepted  In  the  United  States. 
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SHAREOWNER  INFORMATION 


Corporate  Headquarters 

The  May  Department  Stores  Company 
61 1  Olive  Street 
St  Louis,  Mo.  63101-1799 
(314)342-6300 

2001  Annual  Meeting 

The  May  Company  Annual  Meeting  of  Shareowners  will 
be  held  at  9  a.m.,  Friday,  May  25,  at  The  Brown  Palace  Hotel, 

321  Seventeenth  Street  Denver,  Colo. 

Information  Requests 

Copies  of  the  company's  annual  report  to  shareowners,  the 
Form  10-K  annual  report  and  Form  10-Q  quarterly  reports  to  the 
Securities  and  Exchange  Commission,  and  recent  press  releases 
are  available  free  of  charge  from  the  following  sources; 

Corporate  Communications 
The  May  Department  Stores  Company 
61 1  Olive  Street 
St  Louis,  Mo.  63101-1799 

Web  site:  www.maycompany.com 

Automated  fax  on  demand;  (314)  444-6869 

The  company's  Statement  of  Coqwrate  Responsibility  can  also  be  obtained 
from  the  above  resources.  The  Statement  of  Corporate  Responsibility 
includes  our  policies  on  affirmative  action  and  equal  employment  oppor¬ 
tunity,  minority-owned  and  woman-owned  suppliers,  sexual  harassment 
and  vendor  standards  of  conduct. 

A  summary  of  charitable  contributions  by  The  May  Department  Stores 
Company  Foundation  is  available  from  the  above  mailing  address  or 
from  the  Foundation's  automated  fax  number:  (314)444-6870. 

Security  analysts,  investment  professionals,  and  shareowners 
may  direct  their  inquiries  to: 

Mr.  Jan  R.  Kniffen 

Senior  Vice  President  and  Treasurer 
(314)342-6413 


Common  Stock 

Shares  of  The  May  Department  Stores  Company  common  stock  are 
listed  and  traded  on  the  New  York  Stock  Exchange  under  the  symbol 
MAY.  The  stock  is  quoted  as  ‘MayDS*  in  daily  newspapers. 

Dividend  Reinvestment 

Dividends  on  May  common  stock  may  be  reinvested  economically  and 
conveniently  through  participation  in  the  Dividend  Reinvestment  Plan. 
Participating  shareowners  may  also  make  optional  cash  purchases  of 
May  common  stock. 

Shareowner  Inquiries 

For  assistance  with  the  Dividend  Reinvestment  Plan,  dividend  payments, 
shareowner  records,  and  transfers,  please  contact  our  transfer  agent 
and  registrar  as  noted  below: 

The  Bank  of  New  York 
Toll-free:  (800)292-2301 
E-mail;  shareowner-svcs@bankofny.com 
Web  site;  www.stockbny.com 

Certificate  transfers  and  address  changes; 

The  Bank  of  New  York 
P.O.Box  11002 
Church  Street  Station 
New  York,  N.Y.  10286-1002 

Dividend  Reinvestment  Plan  inquiries: 

The  Bank  of  New  York 
P.O.Box  11258 
Church  Street  Station 
New  York,  N.Y.  10286-1258 

Other  written  inquiries: 

The  Bank  of  New  York 
P.O.  Box  11258 
Church  Street  Station 
New  York,  N.Y.  10286-1258 


This  annual  report  is  dedicated  to  the  people  of  May. 

Sincere  thanks  to  our  associates  who  are  shown  in  this  annual  report  for  their 
participation.  We  also  thank  our  merchandising  and  visual  presentation  associates 
for  their  efforts  in  assembling  the  merchandise  and  props 
Our  special  appreciation  goes  to  to  Gary  Boyson,  Donna  Cohen,  John  Hogan, 
Phyllis  Johansen,  Greg  Loaaft,  Debbie  Murtha,  Drew  Pickman,  Denise  Vujovich, 
and  their  respective  teams  at  May  Merchandising  and  to  Joe  Console  and  Mark 
Brock  in  May  Visual  Merchandising. 


The  May  Department 
Stores  Company 

61 1  Olive  Street 
St  lou\%  Mo.  631 OM  799 
(314)  342-6300 


